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Western States Gas 
& Electric Company 


15 Year Gold Notes 
6%, Series A 
Due October, 1937 


Price 96 and Interest 
Yielding about 6.40% 


For 34 years a rapidly-growing section of 
California has been served by the Com- 
pany or its predecessors—about 85% of 
electric energy will be derived from water 
power on completion of construction now 
under way. Dividends have been paid on 
Preferred Shares since 1911 and on Com- 
mon since 1915. 


Ask for Circular F-119 


H..M. Byllesby and Co. 


New York 
111 Broadway 


Chicago 
208 S. La Salle St. 


Boston 
14 State Street 


Providence 


Turks Head Bldg. 
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Cities Service Co. 
6°, Cumulative Preferred Stock 


Present yield over 8%4% 

The constantly improving financial 
position of Cities Service Company 
is shown by a comparison of net 
earnings for the last three months— 
July, August and September, 1922, 
amounting to $2,974,502—with cor- 
responding months in 1921, when 
net earnings totaled $2,023,485, an 
increase of more than 45%. 


Preferred dividends were earned 2.40 times 
during the year ended September 30, 1922. 


Send for Circular: P-15 
Securities Department 
Henry L. Doherty 
& Company 


60 Wall Street New York 


Branches in Principal Cities 

















Two Valuable Guides 


to Safe Investment 








THER you know much or little about 

Public Utility and Municipal Bonds, the two 

pamphlets illustrated will help you in choosing the 
issues best suited to your requirements. 


These pamphlets state the 9 :********Mail ThisMemo+=++++=+5 
principles which may be de- ie ata — 
: : ets FC-2 
pended upon in making }=sndoupphiey F 
selections, without refer- 


[-]“Ten Tests of a Sound Public Utility 
ific bond Bond.” 
ence to any specific nas. © (_] “How to Judge Municipal Bonds.” 


We shall be glad to send 
Po. oe either or both without ob- 
FC-28 ligation. 


or 
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HALSEY, STUART 


INCORPORATED 








CHICAGO 
209 S. La Salle Street 

DETROIT 

Ford Building 


NEW YORK BOSTON PHILADELPHIA 
14 Wall Street 10 Post Office Square Land Title Building 


MILWAUKEE ST. LOUIS MINNEAPOLIS 
First Wis. Nat’l Bank Bldg. Security Building Metropolitan Bank Building 
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a giant nest-egg in the process of hatching. 


i 

; ine : wa | HI pea) ae 

N the sixty-odd savings banks of Greater New York, upwards of three million | a i 
thrifty depositors have laid away more than $2,000,000,000 for a rainy day— ae 
aaah i 

This, mind you, is not the hoardings of the rich. It represents the bulwark Ba 


of what economists were once pleased to call the “mass.” It remained for grand 
totals of this size to destroy utterly the age-old advertising fallacy that purchasing 
power was vested wholly in a group vaguely denominated as “class.” 


Today, far-sighted financial advertisers are buying as many readers as their 
dollar will purchase, in the full realization that vast funds available for sound 
investment lay within the control of this once so-called “mass” ; and in New York it 
so happens that the lowest advertising cost goes hand-in-hand with the largest 
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Business Transactions 


Via RCA 


Without a fast means of communicating his bids, estimates and special infor- 


mation, the American Business Man would be at a tremendous disadvantage in 
foreign trade. 


To this end the Radio Corporation of America has placed at his disposal the 
most powerful Radio Stations in the world. London, the mart of all Europe and 
Asia, is but an hour or two removed when: you specify “Via RCA” on your 
Radiograms. There is not a single corner of the world which cannot be reached 
by the same simple routing, and it merely requires a touch on your Postal Tele- 
graph Messenger call to have your message started on its way, or if you wish, it 


will be accepted directly at any Postal Telegraph or RCA Office in the United 
States. 


Men who have used Radiograms know the economy and satisfaction of this 
Service. And the feeling of cordiality which comes of knowing that this is a thor- 
oughly American business, dedicated to the assistance of THEIR business, is 
not least among the reasons for their ready use of Radiograms “Via RCA.” 


NEW YORK CITY OFFICES 


ALWAYS OPEN ...... i es ak ee eae kee cee eee owen Tel. Broad 5100 
Boe eee ee ee Tel. Beekman 8220 

i P.M. ..4 ns awn e's re eek batelinae Tel. Canal 9477 

nat ate ite ON LEE CCE EL CTL TN Tel. Ashland 7314 


1329 Third Avenue 


Selb aa kik Eek Vi ee Tel. Rhinelander 9257 
8 A.M. to Midnight ..51 East 42nd Street 


pews bk soe wees Tel. Murray Hill 4996 


WASHINGTON, D. C., OFFICE 
8.30 A. M. to Midnight.1110 Connecticut Avenue ..............0e0eeeee Tel. Main 7400 


SAN FRANCISCO OFFICE 
ALWAYS OPEN ...... BRD Caen TREE bn wo occ 6s cov ceetawces Tel. Douglas 3030 


Radio cave Corporation 
Oo 


AN of America 


Traffic Dept. 
64 Broad St., New York 
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How the $200,000,000 Rockefeller Foundation 


Invests Its Funds 


@ ARNOLD LORING HAS MADE AN INTERESTING STUDY OF THE 
CHANGES THAT HAVE BEEN MADE DURING THE LAST THREE YEARS 
IN THE INVESTMENT HOLDINGS OF THE WORLD’S GREATEST SCIEN- 
TIFIC CHARITABLE ORGANIZATION. THE ANALYSIS OF THE 
PRINCIPAL STOCK AND BOND HOLDINGS WILL BE A FEATURE OF 
THE NOVEMBER 4 ISSUE. 


In This Issue 


EE Ee 553 





@ Investment Bankers’ Convention Review ............... 555 to 562 


CHow will railroad mergers affect the stock market? Read Mr. 
Hanssen’s discussion on page.............-0eeeee00- 563 


(The news of this week’s active stocks is to be found on page 564 


@Development of hydro-electric power is making rapid strides 
under the direction of capable men whose genius is 
responsible for the progress ..........ccccccccccess 566 


€ Cameo analysis is a boiling down to nothing but facts. Read 
Er GRIN ON WD on on ion eek tc eenicesscdes 568 


@ When are the rails coming in for their share of activity? News 
i NS og in ois ik he BS Ub S08 oe 0 e'e 568 


@ Coca-Cola has its market in the South. Mr. Victor Barron 


has made an analysis from the field. See page......... 570 
@Passing Impressions .................- 572 

@ Additional I. B. A. news is to 
; a 574 to 584 
ee cre wan eRe oae hens s baer ewawe 591 
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SUBSCRIPTION RATES 
United States and its possessions, Mexico and Cuba, $10.00 a year. 
Canada, $11.00 a year; Foreign Countries, $12.00 a year. 
Entered as second class matter October 22, 1906, at the Post Office at New York, N. Y., 
under the Act of March 3, 1879. Copyright, 1922, by the Guenther Publishing Co. 
IMPORTANT 


When notifying The Financial World of @ change in address subscribers should give 
both the old and the new address. This notice should reach us about two weeks 
before the change is to take effect. 
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Complete information 
upon request 








F. J. LISMAN & CO. 


Established 1890 


Telephone 
Walnat 6250 
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WE DEAL IN 
Vacuum Oil 
Ohio Oil Co. 

Solar Refining 
Prairie Oil & Gas 
Standard Oil of Ohio 
Standard Oil of Kansas 
Standard Oil of New York 


CARL H.PFORZHEIMER & CO 


Dealers in Standard Oil Securities 
25 Bread Street New York 
Phones: Broad 4860-1-2-3-4 
































ODD LOTS 


enable you to buy at re- 
tail the same good securi- 
ties that the big investor 
buys in wholesale lots 

Thus you can diversify 
: your holdings among 
readily marketable securities. 

We specialize in odd-lot tnvest- 
ments—get our explanatory booklet, 
free on request. 


Ask for No. FW 


(HisHOLM & (HAPMAN | 


Members New York Steck Bxchange 
52 Broadway New York City 
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Liquitable Service 


Philadelphia, Baltimore, Cleveland, Chicago and San Francisco 


Direct representatives in the above cities are offering banks and invest- 
ment houses throughout the country the Equitable’s distinctive service. 


The personnel and facilities of these correspondent offices are con- 
stantly at your service. 


They will enable you to handle your customers’ New York and 
foreign business more quickly and to obtain bond quotations and 
execute orders in the principal markets of the world. 


PHILADELPHIA BALTIMORE 
1429 Land Title Building Keyser Building 
Broad and Chestnut Streets Calvert and Redwood Streets 
Direct Private Telephone Connection with New York Direct Private Telephone Connection with New York 
R. E. Hanson, i: charge R. C. Hoffman, Jr., in charge 
CLEVELAND 
716 Guardian Building 
629 Euclid Avenue 
Direct Private Wire to New York 
Alan W. Pease, in charge 
CHICAGO SAN FRANCISCO 
National Life Building American National Bank Building 
29 South LaSalle Street 485 California Street 
Direct Wire to New York Thomas M. Paterson, in charge 
Donald L. DeGoly-r, in charge 


For further particulars, write our Banks and Bankers Department 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 


LONDON OFFICE 37 WALL STREET PARIS OFFICE 
King William St., E.C.4 23 Rue de la Paix 
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The a Hinakell! World was established to diffuse the truth about investments. ry constantly maintained this attitude, 
and will continue to do so, confident in its belief thatas long as it clings to this ideal it can count upon the 






opens of the inves: ating public. 
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The Trend of Things 


@ The week’s developments, and a careful canvass of sources of authentic information, in- 
dicate that it is reasonable to anticipate further constructive news from the railroad field 
to the ultimate substantial benefit of railroad securities. 


@ Business is better, and confidence is growing; activity in manufacturing and trade cen- 
ters is increasing, portending increasing demand for credit, and diversion of funds from 
the call to the commercial market. 


@ Money probably will continue firm for a time; speculative influences gradually are be- 
ing removed from the bond market, facilitating a return to normal conditions in that 


department. 


Business expansion is procecding along sound lines. 


Stock market commit- 


ments in industrials must be conducted with caution; brokers’ loans in industrials are high. 


whole, conditions in trade and in- 
Not a single 
cloud has been apparent in the financial 
skies so far, and nothing is revealed, to 
inspection at least, which would 
suggest that a substantial or protracted 
decline in security prices is about to set in. 

Developments in the financial markets 
were constructive. The restoration by 
PENNSYLVANIA Of its old 6 per cent divi- 
dend rate was encouraging, as was the 
declaration by NorrotkK & WESTERN of 
an extra dividend of $1 a share, and the 
re-establishment of preferred dividends 
by another railroad company. 

Such developments, together with the 
promise as to railroad earnings for the 


CT wicte, condi the country as a 


dustry are favorable. 


casual 





remainder of the year, serve to strengthen 
the conviction expressed in these columns 
last week that railroad income-producing 
securities are entitied to preference. 

A week ago, the average price of indus- 
trials used for the making of our chart 
showed a slight decline. This week, it 
showed a still further fall. A week ago, 
our railroad average was upward. This 
week the average remains about on a level 
with the closing average for the preced- 
ing week. 

We are not in a position to go on record 
as to the definite trend for the imme- 
diate future. We are as likely as not to 
witness a succession, for a time, of sharp 
declines, and equally marked rallies, par- 
ticularly in the industrial list. It is to 


be observed that, in the railroad list in 
the week just closed, there was a display 
of resistance to pressure that was not in 
evidence in the general run of the indus- 
trials. 

One explanation for the character of 
this week’s stock market activities was the 
imminence of election day. Such an ex- 
planation does not appeal as a particularly 
impressive one, although some doubts may 
be justified as to the possible make-up of 
the newly elected contingent for Wash- 
ington because of the seeming ease with 
which radicals of the LAFoLLetTre type 
command majorities. 

A more impressive explanation would 
be that traders are aware that there are 
indications, or warning signals, up at the 


Average Prices | on the New York Stock Exchange 
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financial masthead, signifying that a “dis- 
tributing market” is in process of forma- 
tion. When that peculiar phase of a bull 
movement gets into swing, indications of 
trend, price-wise, are not readily discern- 
ible to the average investor. A so-called 
“distribution” phase is initiated when the 
financial skies are clear, and when the 
public is in responsive rather than re- 
flective mood, and therefore is likely to 
accept favorable indications at their face 
value. 


September Unsatisfactory 


It is a foregone conclusion that the 
showing of railroad earnings for the 
month of September, generally speaking, 
will be unsatisfactory. They will reflect 
the effect of the shopmen’s strike, and 
net results will fall short of encourage- 
ment. But the consensus is that October 
and November will tell an entirely differ- 
ent story. It is anticipated that they will 
be very favorable, with November com- 


paring well with previously established 
records. 


It is a known fact that the railroads in 
September carried a very heavy volume 
of traffic. And indications are that un- 
usual volume will be carried for some 
time. The onlooking public, if it runs 
true to form, will conclude that industry 
is doing an enormous volume of business, 
and that trade is expanding with almost 
boom-time speed. 

The wise, quick-witted trader can make 
money in such circumstances. But those 
who are wise are few, and too many are 
just human beings, with the propensity of 
human beings for accepting things, good 
or bad, at their face value. A great 
American showman, gifted with a faculty 
for prescience rarely possessed by any 
save poets, made both fame and fortune 
by capitalizing that characteristic. 


A Survey of Profits 


A member of the staff of THe Frnan- 
CIAL WorRLD is engaged in preparation of 
a comprehensive survey as to the possible 
and probable profits of industrials for 
1922. He will dig beneath the showing 
of volume of business, as compared with 
last year, and the year before, and will 
endeavor to get at profits. Without going 
into details in advance, it may be said 
that the article will show that the prob- 
abilities are that, despite greater volume, 
or increased volume of business, industrial 
profits in many instances are likely to be 
anything but encouraging. There is a 
thought for readers. Add this: The real 
improvement in profits, broadly speaking, 
will be in the railroad business. And it is 
profits that make values. 


Judge Expert H. Gary, chairman of the 
Unitep States Steet Corporation, this 
week addressed the members of the Iron 
AND STEEL Institute. In his concluding 
remarks, he said in part: 

“In spite of the difficulties which have 
confronted industry and appreciably 
frightened investors, the manufacturers 
of steel are now producing, on the average, 
about 75 per cent of their estimated 
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Our Deductions 
As Based on Week’s Statistics 


(For the Week Ending Oct. 25) 
CORPORATE EARNINGS-+ 


BOND MARKET— 
STOCK MARKET= 
FOREIGN EXCHANGE — 
MONEY+ 
CAR LOADINGS+ 


STEEL INDUSTRY+ 


























capacity. This is more than double the 
total capacity twenty years ago. We are 
making a better quality of steel, are in- 
creasing diversification of shapes for ad- 
ditional uses; and in many ways we are 
extending capacity and effecting econo- 
mies, although selling prices have not kept 
pace with larger costs. We shall soon 
get back to a basis of business that will 
yield fair profits, if permitted to proceed 
without unreasonable interference.” 

It is assumed that Chairman Gary re- 
ferred, partly at least, to his own corpora- 
tion when he said “selling prices have not 
kept pace with larger costs,” thereby im- 
plying that profits have been unsatisfac- 
tory. If that condition is true of the STEEL 
CorPORATION, with all its refinements of 
efficiency in production, what can be said 


of the lesser steel producers? And what 
of other industries? Here is food for 
thought. 


We feel justified in reiterating our ad- 
vice of last week: the time has arrived 
for the gradual transference of funds 
from industrials to standard or income- 
producing rails. We anticipate that Oc- 
tober net showings will be very satisfac- 
tory, and that November, because ex- 
penses probably will be lower, will make 
an even better showing. The net results 
for November will not become known 
until December. But the probabilities will 
be discounted in advance. The market 
rarely waits until things have happened, 
or, until “the news is out.” 


Reparation Conference 


It is pertinent to remark here that we 
are on the eve of the visit of the Repara- 
tions Commission to Berlin in connection 
with discussions for the benefit of the 
German mark and the German budget. 
Perhaps something constructive may come 
out of that visit. This week there was 
weakness in the French franc. Some at- 
tributed it to purchase of American dol- 
lars with francs by Great Britain. That 
excuse seems far-fetched. More likely 
would be the explanation that the franc 
weakened in sympathy with conditions in 





Germany, where the Chancellor suggested 
that Germany should go into bankruptcy. 
So long as conditions in Germany con- 
tinue chaotic, so long will the French 
franc be troubled with sinking spells. 
Things have come to a sorry pass when 
it becomes necessary for the majority of 
European countries to assert their inability 
to get themselves out of difficulty. But 
whatever may be their embarassment at 
such confession, it is nothing to the im- 
patience which must be admitted here with 
the apparent inability of some countries 
in Europe to give up hopeless dreams, 
abandon fruitless and extravagant budgets 
and get down to the business of demon- 
strating willingness to be sane. 

We are compelled to suggest that, in 
view of the conditions, there does not 
seem to be any reason why American in- 
vestors should bother themselves about 
Europe, when so many clearly defined op- 
portunities exist at home. 


* * * 


Corporate matters for the week showed 
a favorable trend with the most encourag- 
ing news coming from 
| the railroad group in 
the form of increased 
dividend rates, Penn- 
sylvania restoring its 
former 6 per cent rate and Norfolk & 
Western declaring an extra dividend of 
$1 per share. The following are some of 
the most important of reports made this 
week: Union Pacific System for the 
month of September reports a net operat- 
ing income of $3,325,281 compared with 
$5,586,557 for the same period a year ago 
and $5,591,954 for September, 1920. Cen- 
tral Leather Co. for the quarter ended 
September 30, reports surplus of $758,074 
after taxes and charges. This compares 
with a deficit of $399,032 in the previous 
quarter and a deficit of $1,540,083 for the 
third quarter of 1921. Metropolitan Edi- 
son Co. for twelve months ended Sep- 
tember 30, 1922, reports a balance after 
charges of $527,721. This compares with 
a balance of $445,523 for the same period 
of 1921. Coca-Cola Company for quarter 
ended October 1, reports a net income o! 
$2,464,767 after expenses and interest 
This compares with $2,755,925 in the pre- 
ceding quarter and $1,392,343 for same 
quarter ending October 1, 1921. Great 
Western Power System for September 
reports a balance after charges of $142,- 
303. This compares with $125,577 for the 
same period of 1921. American Sumatra 
Tobacco Company for six months ended 
July 31, 1922, reports a net loss of $114,- 
389 after interest, federal taxes, etc., but 
before depreciation of buildings, against 
a net loss of $2,921,132 after interest, 
taxes and inventory depreciation 1” 
the previous six months. Loews, Inc., 
for the year ended August 31, reports a 
surplus of $545,997. This compares with 
a surplus of $100,413 for the previous 
year. Virginia Iron, Coal & Coke Co. 
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ANOTHER GOOD YEAR’S WORK 


By LOUIS GUENTHER 


S each year completes its cycle it records for the Investment Bankers Association a greater measure of power 
A as an agent for public good. In that direction a forward stride was taken since this organization held its 
last convention. This was apparent to every investment banker who had the good fortune to journey to 

far off Del Monte, Cal., where the association held its annual meeting this month. 


In the year that has intervened between the New Orleans and Del Monte meetings much has occurred to 
give the members of this association a feeling of great satisfaction. When they met in the southern city in 1921 the 
financial and industrial outlook was beclouded and threatening. None were certain when it would end. It was 
a situation to harry most men, especially the investment banker, who occupied a dual position. He not only owed 
a duty to his clients, the corporations, which in the past engaged his services in financing their development, but 
to his other clients, the investors, to whom he had sold their obligations. 


But these garnerers of capital put their shoulders manfully to the wheel and helped draw the industrial chariot 
safely over the obstruction of depression. That one job alone, and it was a big one, in itself was an achievement 
that marked the year’s work of the association with great credit. 


So much for what has passed. For his worries the investment banker has been far more than compensated. 
In one of those swift transitions from one extreme to another, for which America is noted, the business of the in- 
vestment banker has moved swiftly from unusual dullness to affluence. 


He has seen his securities, over which he worried but twelve months ago, as to where he could sell them, 
disappear rapidly from his shelves. He has been meeting an insatiable demand on the part of the public for good 
bonds, which has not yet shown much sign of subsiding. In addition the investment banker has witnessed an ap- 
preciable enhancement in investment values, which is not an unusual phenomena when there is a surplus of capital 
and good securities are obtainable at attractive interest yields. 


Now that the income yields of bonds are again squaring themselves with the prevailing interest rates on money 
the investment banker sees ahead of him another important task, and that he is conscious of it is apparent from the 
nature of some of the important subjects which were discussed at the annual convention of his association. 


This task concerns itself with leading his clientele into conservative investment channels. The investment 
banker realizes how tempting large income yields are to investors, and, at the same time, his conservative training 
also tells him there always is a reason for a borrower paying more interest than prevails in the money market, and 
it is usually that he has an inferior grade of credit to offer. 


It is to keep the investors away from those shoals upon which their securities are likely to be wrecked that 
the conservative investment banker is most concerned about today. But will the public heed him? That is another 
problem, and it has become a most difficult one for the investment period through which we have just passed has 
not had its parallel for unusual investment bargains for more than a quarter century. 


While the investment banker is fully aware that every additional per cent of interest above the normal rate 
of money is a departure from the factor of safety and entails an additional risk for the capital of the investor, the 
public does not always see it in the same light. Having tasted of the sweet waters of big income return a con- 
siderable part of the public will want more of it. 


The inevitable result of such a heedless policy in the end must be an accumulation of investments that will 
represent trouble and impaired capital. In the meanwhile, until foolish investors learn from experience that the 
laws of safety cannot be defied, the conservative investment banker can only through constant preachment do his 
part to direct investors’ capital into proper and safe channels. 


This work he is doing with the same vigor and persistency that characterized his efforts to help the country 
over its industrial crisis of last year. Those who refuse to be saved from their own folly will have no occasion to 
complain that the members of the Investment Bankers Association did not warn them in plenty of time. 


In no year as much as last year has this association made such notable progress as a body in curbing frauds 
in finance. It seems to have taken hold of this evil in a more organized way. Instead of depending entirely upon 
its own efforts to suppress this menace the Association is affiliating with the numerous organizations which have been 
formed to drive the mulcters of the public out of business. The result of this combined purpose is reflected in 
the collapse this year of more than a hundred bucket shops, and in the arrest and prosecution of numerous finan- 
cial frauds of other types. 


Our readers will learn more in detail from the report made to the association by the chairman of the com- 
mittee on financial frauds how ably this work is now being carried on. In every city where the Associated Adver- 
tising Clubs of the World have organized Better Business Bureaus local members of the Investment Bankers Asso- 
ciation are extending not only their personal services but are providing substantial financial assistance. 


This is an important obligation for the Investment Bankers Association to carry out, not for itself so much 
as for the general good of the country. The loss which heretofore the public has sustained through listening too in- 
tently to the alluring promises of the get-rich-quick financier has reached appalling proportions. It has run in some 
years in excess of $1,000,000,000. 


Had all this capital been invested intelligently it could have been made to yield investors more than es 
income annually and would have increased the volume of our trade, which analyzed from a different angle wou 
increase employment and provide additional avenues for the exploitation of capital in honest and legitimate business 
enterprises. 


View in this light the importance of a program of eternal vigilance over questionable finance is second to 
no other in the constructive purposes for which the Investment Bankers Association has been organized. 


Before the Great War it was commonly estimated there were not more than 500,000 people who could be 
rated as investors from the investment bankers’ standpoint. But now the number runs anywhere from 10,000,000 
to 20,000,000. This remarkable increase in the number of our investors resulted from the efforts of our Government, 
with the assistance of investment bankers, to interest our people in our Liberty bonds, and having once felt the 
sense of security which comes from clipping coupons this desire has become somewhat like the appetite of Oliver 
Twist, wants more of it. 


France once led the world in the number of investors. Today America far outstrips here. Mobilizing these 
enormous investment resources into constructive channels can be considered a most important undertaking so far 
as the welfare of the country is concerned, and the thought that they are engaged in it should prove a source of 
great satisfaction and pride to the members of the Investment Bankers Association. 
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John A. Prescott 
Prescott & Snyder, Kansas 


HE successful career and present 

i position of'the Investment Bank- 

ers Association of America are 
impressive and inspiring. The 
Association began its existence modestly, 
but with high purposes, only ten years 
ago. Today it occupies a position of 
honor and infiuence in the front rank 
of the great national business organizations 
of this wonderful country of ours. 

Much of this has been due to the 
naturally high intellectual and moral 
qualities of a membership whose busi- 
ness success is peculiarly dependent upon 
those qualities. But it has been due 
also in a very great degree to the splen- 
did leadership which the Association 
has enjoyed. Few organizations have 
been so fortunate in the selection of 
their leaders and none can point with 
more just pride to the men who have 
filled its official positions or the unself- 
ish devotion and broadmindness with 
which they have performed their duties. 

To the broad and patriotic concept of 
the proper relationship between business 
interest and public welfare, of the men 
who served both their country and this 
Association so well during the trying 
days of the great World War, we are 
indebted for our firm foundation in pub- 
lic confidence and respect. Continued 
loyalty to those same ideals and able 
and conscientious devotion to _ its 
interests by their successors have brought 
the Association to its present enviable and 
honored position. 

I have always been proud of my mem- 
bership in this Association, proud of its 
¢rowth and progress, of its high pur- 
and accomplishments, its stand- 
ards and ideals. Among its members 
I have found not only pleasant business 
relationships, but some of the happiest 
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The new President of the INVESTMENT BANKERS Asso- 


CIATION is a man who has gained recognition throughout 
the Middle West as a Progressive in the investment business. 


In his address of acceptance of the honor conferred upon 


him at the recent convention, Mr. PRESCOTT evidenced a 
high sense of responsibility and his tenure of office prom- 


ises to be constructive and of high order. Mr. PREScorrT 
is an authority on public utility securities. 


personal associations of my life To be 
chosen president of such a magnificent 
organization is indeed a distinguished 
honor. To be deemed worthy to suc- 
ceed to such leadership is a mark of 
confidence which I profoundly appreci- 
ate. 

Nor am I unmindful of the very serious 
responsibilities of ‘the high office to 
which I have been elected. In accepting 
the office, I accept the responsibilities 
also. I shall devote to my new duties 
my best thought and effort. With the 
aid and counsel of my fellow officers I 
shall strive not only to give the Asso- 
ciation an efficient and progressive busi- 
ness administration, but also to keep it 
true to the purposes for which it was 
organized and to the high principles, 
standards and ideals for which it and 
its former leaders have always been 
distinguished. 


Performing a Service 


Out of the progress of civilization, 
the expansion of industry, the increas- 
ing diversity, complication and intimacy 
of human relationships, the necessity, and 
hence the reason for existence, of our 
profession has grown. Through our 
activities the widely distributed savings 
of the people, valueless if left idle, of 
little force in uncoordinated units, are 
gathered into effective volume and 
brought to the place of greatest need 
or most beneficial use. The services we 
perform are as vital and valuable to 
modern civilization and progress as the 
functioning of any other essential agency 
of commerce. Ours is a useful, essential 
and honorable profession. As we indi- 
vidually and collectively perform its func- 
tions and discharge its responsibilities, we 
shall be worthy or unworthy of our hire 
and our place in the sun. 


The last decade has witnessed marvel- 
ous changes in political, social, indus- 
trial and financial conditions. While the 
influence of such changes has been 
world wide, in the United States it has 
been very apparent in industrial and 
financial affairs. To our pre-eminence 
in agriculture we have added great manu- 
facturing development, and in transpor- 
tation and intercommunication we now 
surpass all other countries. From a 


debtor, we have become a creditor na- 
tion. The World War and the deplor- 
able misfortunes of other nations have 
made the United States, for the time be- 
ing at least, the world’s controlling 
money market. Our national wealth, 
estimated in 1912 at $187,000,000,000 
was estimated in 1921 to be $300,000,000,- 
000. The resources of our state and 


national banks, as officially reported, 
were $22,380,000,000 in 1910. In 1921 
they were $48,168,000,000. Between 


September 6, 1921, and June 30, 1922, 
the resources of our national banks alone 
increased $1,691,908,000. Whatever may 
be thought of the accuracy of general 
estimates of national wealth, the figures 
for the banks are official and clearly 
indicate a rapid and tremendous growth 
of wealth and industry in the United 
States. The effect of this increase in 
wealth upon the business of invest- 
ment banking is shown in the recent 
ready absorption of investment secur- 
ities which have been offered in such 
enormous volume. It is also evident 
that the growth of industry has created 
new and increased demands for long 
term capital which it is the function of 
the investment banker to supply. What- 
ever new problems’ or emergencies these 
changes may bring, whatever fluctu- 
ations in volume the probable rise and 
fall of the tide of business may cause, 
I believe that the business in which we 
are interested has entered an era of 
magnificent and unprecedented oppor- 
tunity. 


But greater opportunities imply 
greater responsibilities. To seize and 
improve the former, to be equal to the 
latter, will call for intellectual and moral 
qualities of the highest order. In my 
opinion, there is no body of men any- 
where so well qualified by natural abil- 
ity, character, education or experience 
as the membership of the Investment 
Bankers Association of America. That 
our members as a whole will improve 
every opportunity, arise to every emer- 
gency and respond fully to every Te 
sponsibility in a manner creditable to 
themselves and satisfactory to the pub- 
lic. to whom, in the last analysis, their 
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¢ President Emeritus BEEBE 


The Retiring President’s Address 


is associated with the bond 


house of HARRIS, ForRBES & Co., belongs to the group of 
younger men who have come fo the front in the direction 
of the collective work of the ASSOCIATION. 


« Mr. BEEBE, and his predecessor, Mr. Osgood, have guided 
the ASSOCIATION through two of the most important periods 
in the investment history of the country in a manner that has 


won them widespread approval. 


S forecast at the last annual meet- 
A ing, the past year has been one of 
. orderly progress—and, I trust, 
profitable operation for a large majority 
of our members. So far as I can judge 
the ensuing year should be equally sat- 


isfactory for the investment business. 


The gradual shrinkage in the market 
value of Government bonds to a point 
much below their issue price was one of 
grave concern for many reasons. The 
education of a substantial number of our 
people in the benefits to be derived from 
consistent saving and profitable investment 
was clearly threatened by the unfortun- 
ate shrinkage in marketable values. There- 
fore, the advance in the price of gov- 
ernment securities during the past year 
to the issue price and higher has been 
Looking at this 
from the point of our own selfish in- 


a most gratifying one. 


terest, it should be reflected in a largely 
increased number of persons who are will- 
ing to buy and hold investment secur- 
ities of the more conservative type. The 
decrease in the government indebtedness 
has continued but at a much slower rate 
than was anticipated at the time of the 
creation of the war debt. Our govern- 
ment’s loans to foreign countries are in 
the “frozen credit” class and it is evi- 
dent that it is going to be difficult for 
many of debtor 


nav th 
MV iN 


1e interest on these loans under ex- 


these nations to even 


ting conditions in their respective lands. 
It has, therefore, been necessary for our 
government to employ a substantial 
portion of its receipts in the payment of 
interest on the debt created to make possi- 
these loans. If this condition is to 

ist over a period of years it is time to 
sider whether additional sinking fund 
visions should not be established on 
part of the government debt which 

was anticipated liquidated 
m receipts from the debtor countries. 
One of the most satisfactory changes 


hich has occurred in the 


would be 


last twelve 
ths has been the reduced cost of loans 
the financing of necessary activities 
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The fact that 
funds may again be had at reasonable 
terms on good security has played a most 
important part in re-establishing normal 
conditions. 


throughout our country. 


Stop Extravagance 


The financing of state and municipal 
work has not had the same difficult prob- 
lems presented by conditions surround- 
ing industrial and public utility enter- 
prises, with the result that work in those 
fields has proceeded at a rapid pace. In 
fact, decided tendencies toward extrava- 
gance are apparent in some sections of 
the country and all our influences should 
be used to discourage unwise expendi- 
tures. The financing of public work 
through “special fund” and special lim- 
ited tax issues is in my opinion a seri- 
belief that 
property will not be generally taxed au- 
thority is given by the voters for expen- 
ditures of money in amounts and ways 
which would not be countenanced if un- 
der any circumstances it were possible to 
tax property therefor in the usual way. 
The failure to meet these obligations, 
however, by the state or municipality 
would have serious consequences to gen- 
eral credit, and I believe that if the tax- 
payers are unwilling to stand squarely 
back of public works by submitting them- 
selves to the possibility of taxation, they 
should not authorize such ventures in the 
public name. 


ous menace, for under the 


Different Attitude 


The conditions confronting transporta- 
tion facilities throughout our land dur- 
ing and since the war have led to a 
general education in the importance of 
these facilities among the people as a 
whole. This general education is bring- 
ing about a very different attitude to- 
ward the problems of the public carriers 
and with the knowledge that adequate and 
efficient transportation facilities can not 
be had without reasonable rates, it ought 
to be possible to secure the necessary rate 
changes to re-establish railroad credit. 
This accomplished, the development of 








Howard F. Beebe 
Harris Forbes & Co., New York 


large transportation systems from the 
point at which it was arrested by the 
breaking out of war conditions will be 
feasible. 


Under conditions when it was difficult 
to borrow to advantage on the very best 
of security it was a natural tendency to 
expand the fixed charges of corporations 
through the creation of debt to the exclu- 
sion of new stock issues. There are wel- 
come signs of a return to the sounder 
progress of fairly balancing capital and 
debt, and wherever we can encourage 
the proper issuance of such junior se- 
curities we should do so in the interests 
of building up sound financial structures. 


Bonus Problem 


Unfortunately all the developments are 
not so favorable as those before men- 
tioned which are intimately related to the 
conduct of the business in which we are 
I have reference to 
such matters as “The Bonus,” or—as the 
politicians evidently prefer to call it “Ad- 
justed Compensation” ; the tariff and labor 
Without attempting to ex- 
press an opinion as to whether a bonus 


mutually interested. 


disturbance. 


should be paid, and if so, to whom, it is 
clear that the Bill which was vetoed failed 
specifically to provide the means of pay- 
ing the obligations assumed. The Bill 
as passed would have burdened the banks 
of the country to the detriment of regu- 
lar business and would have made it well- 
nigh impossible for the treasury depart- 
ment to arrange a comprehensive budget. 
President Harding well deserved the na- 
tion-wide commendation he received for 
the honesty of purpose and political cour- 
age he displayed in vetoing the measure. 
While there is ho doubt room, and al- 
ways has been, for an honest difference 
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@ From a small beginning, when the average INVESTMENT BANKER did 
not take any particular interest in Real Estate mortgages, that branch 
of the business has grown to noteworthy proportions. 


@ The report of the committee on REAL ESTATE securities recites the man- 
ner of the growth of interest in that interesting form of investment. 


The Report on 


Real Estate Securities 


RIOR to the World War but a very 


small percentage of members 

engaged to any extent in making 
and marketing loans based largely or sole- 
ly upon real estate security. Such busi- 
ness was done mostly by local houses en- 
gaged in real estate, insurance and bank- 
ing business, trust companies, insurance 


Most 


our 


companies and private individuals. 





A. B. Leach 
A. B. Leach & Co., New York 


of such loans were absorbed locally or 
taken East or abroad, through agencies of 
long standing; and the size of such loans, 
as a rule, did not attract investment bank- 
ing houses with capacity for more than 
local distribution. 

The restrictions upon building imposed 
during the war, the passage of heavy 
federal income taxes, the money string- 
ency, the agricultural crisis, and the in- 
dustrial depression were all factors creat- 
ing a building shortage on one hand and 
on the other forcing farmers, individuals 
and industrial corporations to finance 
themselves by encumbering their land, 
forests, mines and buildings by means of 
mortgage security. 

On the other hand, these powerful 
economic forces, coupled with local pride 

| the desire to help build up one’s com- 
munity, and on the other, the necessity 
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By MORRIS F. FOX 
Morris F, For & Co., Milwaukee 
of originating home business to neutralize 
the curves of descending margins and as- 
cending overhead in the bond business, 
following the softening of money rates, 
have so operated that today a large and 
increasing percentage of our members, 
especially in towns of 500,000 and less, 
are more or less actively engaged in mak- 
ing and selling loans based on some form 
of real estate, in addition to the lines in 
which they have been previously engaged. 


Real Estate Dealers 


While real estate mortgages are’ prob- 
ably the oldest form of security known, 
it is doubtless true 

Ist: That the majority of our mem- 
bers have had the bulk of their experience 
in connection with government, municipal, 
railroad, utility and industrial bonds, and 
their research work has been along those 
lines; 

2nd: That abnormally high rentals and 
abnormally high building costs have 
created a situation fraught with specula- 
tion in the real estate field; 

3rd: That most of our members have 
not studied the situation closely enough 
nor had sufficient experience to be pos- 
sessed of as efficient yardsticks for meas- 
uring real estate loans as they already had 
for measuring bonds of governments, 
municipalities, railroads, public utilities or 
industrials. 

On the theory that he prospers most who 
best serves, it seems proper that we give 
some thought to the problems that con- 
front a considerable proportion of our 
members, having in mind that your com- 
mittee believes its function to be that of 
getting the facts and laying them before 
the members, rather than to enter into 
controversy between members among 
whom there is opportunity for honest dif- 
ferences of opinion. 

First, let us consider the economic 
phases : 

(a) Agricultural Loans. 

In the period of deflation following the 
war, because the farmer had over-expand- 
ed and later because of the very severe 
drop in the value of all farm commodities, 
conditions with which you are all quite 
familiar, rural credits became suddenly 
frozen; the curtailed buying power of the 
farmer was a serious menace to the busi- 
ness of the country; country banks were 


in a perilous position, and the farmer ut- 
terly discouraged. Mortgages previously 
issued were going to foreclosure and there 
were few takers of renewal paper. The 
speed with which the situation has 
changed in the older agricultural sections 
within the past twelve months is aston- 
ishing. It is a testimonial to the strong 
resiliency of the American farming peo- 





Henry L. Doherty 
H. L. Doherty & Co., New York 


ple. There are still sections where farm- 
ers are awaiting their harvest with eager- 
ness, as the proceeds will enable them to 
take the first steps in the liquidation of 
their indebtedness to banks and mortgage 
holders. Softening of money rates and 
rising prices for municipals and corpora- 
tion” securities have, during the past few 
months, brought a number of the large 
insurance companies back into the mort- 
gage loan field, and these operations have, 
no doubt, been a big factor in alleviating 
rural credits in the older, more settled 
portions of the country. 

It is doubtful, however, if the members 
of the I. B. A. realize fully the extent to 
which their operations in the handling ©! 
bonds of the Federal Land Banks 
Joint Stock Land Banks have been a fac- 
tor in alleviating the rural credit situ: 
tion. Honorable Charles E. Lobdell, Farm 

(Please turn to Page 578) 
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@ The INVESTMENT BANKERS ASSOCIATION has projected a nation-wide 
campaign to drive the fraudulent advertiser out of business. 
work that means the saving of millions to investors. 


It is a 


@ JAMES C. FENHAGEN, one of the most active prosecutors of the work 


against the evil, presented to the convention a valuable report on na- 


tional activities. 


Seeking Elimination 
of Fraudulent Advertising 


ITH the idea of setting forth a 
W bird’s-eye picture of what is be- 
ing accomplished throughout the 
country in connection with lessening the 
fraudulent advertising evil, reports have 
been secured from many of the chairmen 
of the various group. committees and here- 
with is a brief synopsis of these reports: 
New England Group 
The New England Group organized a 
Fraudulent Advertising Committee late in 





Roy C. Osgood 


r.P., ist Trust & Savings Bank, Chicago 


1921, Later on, in co-operation with the 
ton Chamber of Commerce, some of 
the local banks and the Retail Trade 
board, the Boston Better Business Com- 
n was formed and the local Fraudu- 
\dvertisine Committee threw in its 
J lurts wiih, Uils bureau. The Commission 
; io operate May 1, 1922, since 
2 “nancial proposition have 
d aid 19 more are in pro- 
\s a resnii, a number of sales 

u 7; abandoned. In four 
lvertising copy has 
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iscentinued, and im one case the 
Utilities Coc mission has barred 
of a certaia stock. 


he Commission is also attempting to 
ill the idea of “BEFORE YOU IN- 
tober 28, 1922 








By JAMES C. FENHAGEN 


of Robert Garret & Sons, Baltimore 


VEST—INVESTIGATE,” and with that 
in view is. inserting articles in internal 
publications of the larger department 
stores, and the General Electric Plant at 
Lynn. The Commission is also co-operat- 
ing with various Chambers of Commerce 
in other New England towns and cities 
and with the local District Attorney, who 
under the existing fraud law, has the 
power to summon to his oince any pro 
moters against whom misrepresentation is 
reasonably charged. 

One of the most interesting cases of 
fraud reported was in the case of a man 
selling 1,000,000 rubles for $2.00 when they 
could be bought, tied up in nice pack- 
ages of 4,500,000 for $1.00. Another was 
the instance of a man selling stock of 
the Gold Field Deep Mines for 20 cents 
which could be bought at the time on the 
New York Curb at 2 cents a share. 


New York Group 


The Fraudulent Advertising Committee 
of the New York Group was appointed 
in December, 1921, and has been very ac- 
tive in its attempts to check fraudulent 
and bucket-shop advertising throughout the 
State. All the best newspapers have here, 
as in most other co-operated 
to keep their columns free of the promo- 
tional type of advertising and advertise- 
ments of known unreliable concerns. The 
Committee without solicitation has sent 
jetters to manv of the newspapers which 
have so co-operated, expressing apprecia- 
tion of their stand and commending their 
efforts to destroy the illegitimate branches 
of finance. 


sections, 


South Eastern Group 


The Fraudulent Advertising Committee 
in close co-operation with the Blue Sky 
Committee, Inc., of Baltimore, has, under 
the Maryland Fraud Act, made a deter- 
mined effort to rid the Maryland territory 
of the “fly-by-night” promoters. As a 
result, a great many promoters have left 
the city or state under either action on the 
part of the Attorney General, or fre- 
quently after his formal demand for in- 
formation relative to the securities which 
they were offering. 

In recent weeks an intensive campaign 
has been instituted by the Baltimore news- 
papers with the co-operation of the Blue 


Sky Committee and the Fraudulent Ad- 
vertising Committee, against the so-called 
“blind pools.” These speculative pools 
have received on deposit large sums of 
money, and 
small 

and 
listed New 
and have been paying 
profits (?) on their supposed transactions 
of from 50 per cent to 136 per cent per 


chiefly in small amounts 


from people of 


with the 


comparatively 


means, avowed intention 
speculating in 


York securities 


purpose of 





James C. Fenhagen 


Robert Garret & Sons, Baltimore 


annum. As this report is being prepared 
two of these concerns with headquarters in 
New York and operating a branch in 
Baltimore, have closed their doors, re- 
ceivers have been appointed, and it is un- 
derstood that the principals are on their 
way to under 
indictment, another has closed its doors, 
and it is probable a few weeks will see 
the end of all of the eight which have 


been operating. 


Europe. Two others are 


Minnesota Group 
The Minnesota Fraudulent Advertising 
Committee has been running a spleadid 
series of advertisements in the newspap °*s 
of St. Paul and Minneapolis with the idea 
of educating the public on the lines of 
and 


them 
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against the “get-rich-quick” propositions. 
They have also distributed through all the 
banks of the Ninth Federal Reserve Dis- 
trict copies of large colored posters of 
which the copy at hand bears the 


heading “BEWARE of  Present-day 
PIRATES.” This is followed by three 
terse paragraphs warning against the 


pirates of finance and advising consultation 
with one’s bankers or a responsible invest- 
ment dealer before investing. 


Mississippi Valley Group 


The Fraudulent Advertising Committee 
of this group has also been working in 
close co-operation with the Better Busi- 
ness Bureau of St. Louis, contributing to 
it financially and making use of its al- 
ready established organization. The work 
of this Bureau in the investment field is 
broadly divided into three activities: 


1. It has developed a contact with ad- 
vertising media so that no investment copy 
is accepted and published until it has 
been thoroughly invested. This, of course, 
refers to the offerings on the part of 
dealers of no known standing. 

2. The Bureau has also built up a free 
service to the public based on the idea 
of “Before You Invest—Investigate.” This 
service in addition to supplying analyses 
and information on any particular secur- 
ity concerning which inquiry is made, 
aims at education of the inquirer on the 
general line of investments. The Bureau’s 
records show an average of 300 inquiries 
a month during 1922, which well 
trates the scope of its activities. 

3. The Bureau also supplies a good 
deal of reading matter (news) in refer- 
ence to fraudulent and worthless invest- 
ments for speeches to be made at public 
gatherings and for local community pa- 
pers. 


illus- 


It also works in very close harmony 
with the local Prosecuting Attorneys, both 


State and Federal, the State Blue Sky 
Committee and the local police. 
Pacific Northwest Group 
This Committee reports that it has 


many times during the year called the 
attention of local dealers to certain inac- 
curacies in newspaper and circular adver- 


tising. These have been inadvertent and 
unintentional and when noted were cor- 
rected. 


The Committee has also worked in very 
close harmony with the local Better Busi- 
ness Bureau in campaigns against the “fly- 
by-night” concerns. 

Not only the members of the Associa- 
tion but the public generally are begin- 
ning to realize the tremendous amount of 
money lost in illegitimate and fraudulent 
transactions, and there is today a greater 
will to weed out this evil than has ever 
been the case. Nothing but unceasing vig- 
ilp->>, however, will stamp out and keep 
ou .he fraudulent promoter, and we urge 
every member to send to the Secretary of 
his local group any evidence of fraudulent 
propositions that may come to his atten- 
tion where it will be properly checked. 
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PUBLIC SERVICE SECURITIES 


Conclusions Reached by the Committee on Public Service Securities as 
Presented by John A. Prescott, Chairman 


T would be strange indeed if the 

public utility industry, unlike all 

other forms of business enter- 
prise, should have emerged from the 
upheavals of the great war with no 
changes in the conditions of its exist- 
ence, no new problems to confront it. 
Like others it was obliged to meet 
higher operating costs and _ heavier 
taxes with reduced income. The large 
increase in the number of private 
automobiles in operation and jitney 
and auto-bus competition have made 
inroads into the patronage which the 
electric roads would otherwise have 


enjoyed and the construction of 
parallel hard surfaced roads will 
probably further, and sometimes 
wastefully, multiply transportation 
facilities and divide the available 
business. New capital, or capital to 


meet maturing bond issues, has been 
and is still unduly costly to all public 
utility their 
securities must compete in the money 


companies, because 


markets with an enormous volume of 


tax-free municipal bonds. It has 
been authoritatively stated that more 
than one billion dollars of such tax- 


exempt securities were issued in 1921. 


On the other hand, these adverse 


and discouraging conditions seem 
likely to be overcome by favorable 
and encouraging ones. Costs have 
declined considerably and gradually 
improving general business conditions 
are bringing some increases in earn- 
ings. The practical experiences and 
lessons of the war and its aftermath 
seem to have done much to clear the 
atmosphere and bring about a more 
widespread popular understanding of 
the value and necessity of the services 
supplied by the public utility com- 


panies, the advantages of private 


ownership and operation under sane . 


public regulation, and the economic 
and financial conditions ynder which 
efficient and 


satisfactory service, 


keeping pace with public demand, 
alone is possible. The present prac- 
tice of many utility managements of 
frankly discussing the problems of 


the industry with its patrons is stimu- 


_ opportunities 


lating public confidence and good 
will. There is a growing recognition 
of the real mutuality of interest be- 
tween the companies and _ their 
To paraphrase a recent 
statement of the president of one of 
our most successful railroad com- 


panies: 


patrons. 


(1) The customer’s attitude to- 
ward a public utility can now be 
guided and made 
friendly. 


informed and 


(2) Satisfied customers now can 
be used to build up good will. 


(3) Pleased customers will vol- 
untarily help a utility to get new 
business. 


This better mutual understanding 
already has enabled the managements 
to eliminate much useless expense and 
many artificial obstructions to effi- 


cient operation, and has removed 
much of the uninformed popular ob- 
jection to adequate rates. It certainly 
will bring many other practical and 
profitable advantages, including im- 
proved credit. Investment bankers 
will naturally give great weight to 
such favorable conditions in consider- 
ing public utility financing. 

As has been stated in previous re- 
faith in 
soundness of the 


ports, this committee has 
the fundamental 
public utility business, including gas 
and transportation as well as power 
and light. There is an insistent and, 
we believe, permanent demand for 
the services it renders. We expect 
that public utility credit will be soon 
established upon a basis of greater 
permanency and stability than. ever 
before. As in other industries, there 
will be exceptional situations; and 
sound judgment 


discrimination and 


will be required. But the solution of 
the impending financial problems of 
the public utility companies will, in 
our opinion, afford investment bankers 
both 


public service and profit, and will de- 


for constructive 


mand the assumption of duties and 


responsibilities from which _ they 


should not shrink. 
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Education in War on Fraud 


a Elsewhere in this issue is presented a report covering the activities of 


various groups of the INVESTMENT BANKERS’ ASSOCIATION through- 
out the country in the prosecution of the war the organization is wag- 


ing against fraud. 


@ Mr. MACGREGOR, in dealing with the subject of fraudulent advertis- 
ing, alludes to the numerous failures this year and to the millions lost 
through investment in spurious securities. He is one of the active 
members of the ASSOCIATION’S crusader group. 


« Mr. MACGREGOR’S suggestion is a nation-wide educational campaign. 


HE failure, early in 1922, of a large 
number of stock brokerage houses 
(practically all of which were re- 


rred to as “bucket shops”) developed 
iore or less of a hysteria for regulation 





John T. MacGregor 
lover & MacGregor, Pittsburgh 





licensing of dealers in stocks and 
nds, although legitimate investment 
uses were involved in no manner what- 
ever. While agitation for such pro- 
cedure has not been pronounced during 
he past three or four months, we should 
overlook the fact that many State 
legislatures will hold annual or biennial 
ssions before the next convention of the 
investment Bankers Association of Amer- 
i. Many bills, which would restrict or 
rass legitimate dealers, are certain to be 
introduced and, doubtless, a fair propor- 
tion thereof will be enacted into law un- 
this association is prepared to offer 
mething tangible and definite to counter- 

t the sentiment for such legislation, and 
hould offerings of worthless or fraudu- 
lent securities become more frequent and 
iould failures of so-called bucket shops 
ain become numerous, Government and 
te action might be of such character 
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By JOHN T. MacGREGOR 


Of Glover & MacGregor, Pittsburgh 


as might require the association, in self 
defense, to put itself squarely and con- 
spicuously on record as actively combat- 
ing these evils. Furthermore, if the as- 
sociation were forced into an aggressive 
campaign, it first might be compelled to 
allay criticism for apparent indifference, 
under which circumstances the effective- 
ness of a constructive campaign would 
be restricted until the public had forgot- 
ten earlier inactivity. 

It is believed that the proposed educa- 
tional campaign would be helpful in this 
respect. Doubtless, it would be influential 
in directing interest of intending investors 
toward high-grade securities and in con- 
sidering purchases from firms and houses 
of unquestioned reliability. This, how- 
ever, should remind us of the fact that 
we owe a duty to the public and should 
not only exercise great care in the elec- 
tion of new members, but should also in- 
crease the authority of the Board of Gov- 
ernors whereby members could be dis- 
ciplined more promptly for practices not 
in conformity with good business ethics. 
Consequently, the Publicity Committee 
strongly endorses the resolutions of the 
Central States group, presented to the 
Board of Governors at the White Sulphur 
meeting, and urges that these resolutions 
be placed upon the calendar of the con- 
vention for discussion and action. 

The brokerage failures already men- 
tioned naturally attracted a great deal of 
attention in newspapers and magazines 
and were also effective in stimulating 
sentiment against the vendors of poor, 
worthless and fraudulent securities. The 
committee considers it unfortunate that 
the association was not prepared to step 
into the breach and immediately inaugu- 
rate a nation-wide publicity and educa- 
tional campaign. The committee appre- 
ciates fully: there was neither authority 
vested in any committee to undertake the 
work nor any organization to conduct a 
campaign. Meanwhile, the committee has 
made a rather extensive inquiry and has 
come to the conclusion that an educational 
campaign would receive general approval 
and co-operation. In fact, there is evi- 
dence that some agencies are anticipating 


the association by effecting organizations 
to combat the blue sky promoter. 

The endorsement of our aims and pur- 
poses by individuals, institutions and in- 
vestment houses leaves no doubt in our 





Robert Stevenson, Jr. 
Stevenson Bros. & Perry, Chicago 


minds of the wisdom as well as the urgent 
necessity of the proposed educational cam- 
paign. A direct evidence of this situation 
was made manifest in the reception ac- 
corded an address of Mr. Roy C. Osgood 
at Milwaukee on June 13. Mr. Osgood’s 
address was delivered before the annual 
meeting of the Financial Advertisers As- 
sociation of the Associated Advertising 
Clubs of the World. His subject was, 
“Do Investment Bankers Owe the Public 
the Duty of Warning or Educating 
Against Fraud?” The question was an- 
swered thus: 


“Yes, emphatically, for the following 
reasons: 


“It is the duty of every citizen to so 
act as not to commit fraud. 


‘It is also his moral duty to restrain 
(Please turn to Page 581) 
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Warning on Government Bonds 


@ Charges have been made that the practice of advising the exchange of 
government bonds for other securities has been a source of danger; IN- 
VESTMENT BANKERS have been warned against the practice. 

@ The TREASURY DEPARTMENT has registered objections, because the 
broadcasting of such advice by members of the Association is likely to 
be used by unscrupulous dealers to further their own ends. 


@ INVESTMENT BANKERS, at the recent convention, were asked to go on rec- 
ord as opposing further recommendation of exchanges as hitherto coun- 


tenanced so widely. 


TT scta is one situation to which par- may be, still there appear to be many 


ticular attention reasons why campaigns of this character 


the 


and that is 
which members of 
de I. B. A... a 
well as others, have 
advertised, sent out 
circulars, and in- 
stituted regular 
campaigns, the ob- 
ject of which was 
the exchange of 
Liberty Bonds and 
Victory .Notes in 
the hands of inves- 
tors for other se- 
curities. Campaigns 
of this character 
are open to serious 
objection, and ad- 
vice of this kind 
broadcasted with- 
out regard to 
where it will fall, 
has a tendency to 
dislodge Liberty 
Bonds in the hands 
of small investors 
and undo the work 
of the Liberty 
Loan campaigns in 
distributing Liberty 
Bonds among  in- 
vestors throughout 
the country. We 
think the time is 
not ripe to let 
down the bars to 
our members to 
broadcast this 
class of recom- 
mendation. While 
it is true that the 
great patriotic ne- 
cessity of holding 
Liberty Bonds has 
now passed and 
we might, under 
certain circum- 
stances, feel justi- 
fied, in individual 
cases, in recom- 
mending the sale 
of Liberty Bonds 
and the purchase 
of longer terms, 
higher yield, or 
non-taxable secur- 
ities, as the case 
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must be called, 


(Report of Commiitee on Government Bonds) 


the gate for the dealer in fraudulent se- 
curities to prey upon the small investor. 
The Treasury Department has consist 












































frequency with should not be permitted, as it opens wide 
| The Public Debt 
(As of August 31, 1922) 
Bonps: 
I IN I a ccna inlet iae eesti ae $599,724,050.00 
SL ESR ee Se 118,489,900.00 
Panpma’s Of T9IG T9386 | occas ... 48,954,180.00 
Panama’s of 1918-1938 .2.....0.0...-.....--.--.----.... 25,947,400.00 
i ES 2 5 ed ene eae eee 50,000,000.00 
Conversion ar 28,894,500.00 
See | ie ee 11,851,000.00 
$883,861,030.00 
ED a Ree 1,951,841,350.00 
eee Eg 3 ge Ss | | ce a 3,310,465,250.00 
BE I BAI i ciitiscietcnisccineensntitiniesianaill 3,473,777 ,400.00 
Fourth Liberty Loan -.------0,345,208,550.00 
15,081,292,550.00 
py NR OT, $15,965,153,580.00 | 
Notes: 
Victory Liberty Loan—43%4,%; called for 
redemption December 15, 1922............ $906,650,950.00 
eT ED | 4 See 931,948,450.00 
1,838,597 400.00 
TREASURY NOTES: 
Series A—1924 ooo. Ba detec 311,191,600.00 
Series B—1924 oo.o.n.n ccc ecccccceceseeceececeesseseseeeeee-e 390,706, 100.00 
Series A—1925 Pee 601,599,500.00 
Series B—1925 winssvesvenecsescee GODLULUROOOD 
Series A—1926 sinpivssanesessbesiswaunincs OLS gr OED 
O_O ee Own, . 486,442,250.00 
2,742,790,950.00 
TREASURY CERTIFICATES: 
ce ee eee ee ee ne ree wae eee es? 1,345,145,000.00 
Ne eee ee PEST OTE EEN ST ee Se 148,400,000.00 
Pittman Act . 58,000,000.00 
1,551,545,000.00 
| War SAvincs SEcurITIES (net cash receipts) 613,642,972.22 
TREASURY SAVINGS SECURITIES (net redemp- 
tion value of certificates outstanding)... 83,493,631.98 
697,136,604.20 | 
Total interest bearing debt............................ ee eh Oe 
Debt on which interest has ceased.....................-.-.-c.-c-cescscseseeseeceee 16,993,890.26 | 
ete eee ee, | ee Ae ee nee ene a nee 230,538,510.37 | 
aa eT TERT $23,042,755,934.83 
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ently taken the po- 
sition that any 
concerted cam- 
paigns which have 
for their object 
such a purpose, are 
not to the best in- 
terests of the own- 
ers of Government 
securities or the 
Treasury Depart- 
ment. Until and 
unless their posi- 
tion is modified, 
the Treasury hopes 
that members of 
the Investment 
Bankers Associa- 
tion, and _ others, 
will not conduct 
such campaigns 
and will do every- 
thing in their 
power to discour- 
age others from 
doing so. 
Believing that 
the attitude of the 
Treasury Depart- 
ment in this re- 
spect is the correct 
position that 
should be taken, 
your Committee 
offers for consid- 
eration the follow- 
ing resolution: 
‘*RESOLVED: 
That because of 
objections on the 
part of the United 
States Treasury 
Department, and 
because any other 
course of action by 
members of the 
Investment Bank- 
ers Association 
may be cited by 
unscrupulous deal- 
ers as precedent 
for their own ac- 
tions, all members 
of the Association 
(Please turn to 
Page 576) 
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Rail Mergers and the Market 


@ Next month the INTERSTATE COMMERCE COMMISSION will hear the plea 


of the “HILL” Lines for permission to merge under the terms of the 
Transportation Act of 1920. 


@ The COMMISSION also will hear SOUTHERN PACIFIC tell why it should 
keep the CENTRAL PACIFIC. 


@ Railroad merger possibilities probably will be the /ivest issues of next 
year. ‘This story is by a former railroad official. 


UST about twenty years ago E. H. 
J HARRIMAN and JAMEs J. Hitt, rail- 
geniuses extraordinary, were 
ing pilloried for their vaulting ambitions 
bring about consolidations of great 
magnitude in the transportation field. Yet 
thin a few weeks the Interstate Com- 
merce Commission will listen to the plea 
of the former “Hi_v” roads—the Great 
NorTHERN, NORTHERN PacirFic and C. B. 
& Q.—to be merged into a single system 
under the terms of the Transportation 
\ct of 1920. These were the identical 
ads involved in the famous Northern 
Securities Co., which the Supreme Court 
ordered dissolved after the spectacular 
Hitt-HARRIMAN ffight for control of 
NORTHERN Paciric had sent that stock 
skyrocketing to $1,000 a share. 

Curiously enough, the next hearing set 
by the Interstate Commerce Commission 
involves a plea on the part of the SoutTH- 
ERN Paciric to delay the order of the Su- 
preme Court, which would cause it to lose 

CENTRAL PaciFic. Thus are certain 
provisions of the 1920 law being used in 
an endeavor to continue consolidations or 
establish mergers which have already been 
declared illegal by the Supreme Court and 
in which the once potent names of HILL 
and HarrIMAN played so large a part. 


road 


Provisions of Act 


Before going into the possibilities that 


lie ahead in the field of railroad mergers 
it may be well to recite briefly just what 
the provisions of the Transportation Act 
1920 are and just what progress the 
interstate Commerce Commission has 
made in carrying out the mandates of this 
Act. The following briefly describes the 
in, which is an amendment to the Inter- 
Commerce Act of 1887 and which 
effect nullifies the Sherman Anti-trust 
Law insofar as common carriers are con- 
cerned: 
he commission is directed to prepare 
adopt a plan for the consolidation of 
railroads into a limited number of 
sroups. Competition is to be preserved 
| existing trade channels maintained as 
r as practicable. The consolidated sys- 
ns are to have the same operating ex- 
ses and earn the same return on their 
ation so far as is practicable. The 
mission is first to adopt a tentative 
(which has been done and accom- 
les this article) and then adopt a final 
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plan after open hearings from all parties 
at interest. 

It is made lawful for two or more rail- 
roads to consolidate if such consolidation 
is in harmony with the commission’s final 
plan and if the commission approves. The 
capitalization at par shall not exceed the 
valuation determined by the commission. 





W. A. Harriman 


All the carriers involved must assent. 

In the last provision lies the “catch” in 
the law. It makes it impossible to compel 
consolidations unless the carriers are will- 
ing. Senator Cummins has 
stated that he will propose legislation 
which will make the consolidations com- 
pulsory. The reason for these consolida- 
tions lies in the fact that they are essen- 
tial to the new rate-making regulations. 
As a practical matter it must be recog- 
nized that certain of the “strong” roads 
can earn substantially under exactly the 
same rates which will-not permit certain 
of the “weak” roads to meet their fixed 
charges. To bridge this gap the Trans- 
portation Act provides that earnings in ex- 
cess of 6 per cent on the property valua- 
tion shall be divided between the road 
and the Government and that the fund 
thus created can be borrowed by the 
“weak” roads. The ideal situation, of 
course, would be for a series of consoli- 
dations in which the strong and the weak 
were so arranged that all systems would 


recently 


earn a “fair” return on their property 
value from the same rate structure. Under 
the present law it may be rather difficult to 
get some of the “strong” roads to con- 
solidate with the “weak” ones. However, 
there are two reasons which may lead 
them to do so; first, that of self interest, 
for by taking a road with a low earning 
rate into the system the amount recaptured 
by the Government in excess of 6 per 
cent would be reduced; and, second, by 
the force of public opinion. 


Take the case of the northwestern 
roads. Both Professor RipLey, who pre- 
pared the first tentative plan and the 


tentative plan announced by the commis- 
sion group Great NorTHERN with C. M. 
& St. P. Professor Riptey points out 
that any grouping which would leave the 
“weak” St. Paut with the other “weak” 
roads—the Cuicaco GREAT WESTERN and 
the Minneapotis & St. Lours—and which 
would group the NorTHEeRN Paciric and 
GREAT NorTHERN with C. B. & Q. because 
of their community of interest through 
joint ownership of the latter by N. P. 
and G. N. would obviously not result in 
that degree of competition and “evening 
up” which is one of the fundamental con- 
siderations. On the other hand, we have 
the definite information that the NorTH- 
ERN Paciric, GREAT NorTHERN and C. B. 
& Q. are going to ask for permission to 
consolidate. 


Needs Ironing Out 


It is apparent that there will be many 
conflicting interests for the commission to 
iron out. In the case of the CENTRAL 
Paciric, which is now owned by the 
SouTHERN Pactric and which the Supreme 
Court has held should be divorced there- 
from, a very bitter fight is being waged. 
There is no question but that the UNiIon 
Paciric is desirous of getting the CENTRAL 
Paciric. To illustrate the divergent 
views of impartial authorities Professor 
Rrp.ey took the position that the CENTRAL 
Paciric should go to the Union PAcIFIc 
on the theory that Northwestern roads 
should control the traffic bridge from Salt 
Lake to San Francisco. In other words, 
he awarded the Centrat Paciric to the 
Union Paciric and the parallel WESTERN 
Paciric to the C. B. & Q. for competition’s 
sake. The Interstate Commerce Commis- 
sion, adhering to the principle that present 

(Please turn to Pages 586-587 ) 
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These reviews written as of Friday immediately preceding date of this issue 





Industrials 





American International— 

The stock of International 
was under pressure by the bears in the 
fore part of k 


American 
the week in sympathy with 
the decline in Marine preferred, in which 
the former company is owner of a large 
block. The action of the stock, instead 
of being gravely significant, reflected 
the fact that the liquor decision had 
been seized upon by chronic bears as 
the best available temporary excuse for 
selling stocks. 


American Ship & Commerce— 
Fairly large scale buying was noted 
in American Ship & Commerce in the 
fore part of the week without any very 
marked change in price quotation. How- 
ever, the activity serves to attract atten- 
tion to the earnings of the company in 
the first eight months of this year which 
were greatly in excess for those in the 
1921. Last 
year’s full operations resulted in a deficit 


corresponding period of 
of more than one million dollars, and it 
is estimated that net for the first eight 
months of this year will more than offset 
that loss. The management has greatly 
reduced operating expenses, which ac- 
counts for a considerable portion of the 
saving. So far this year the company 
has obtained from its interest in Cramp’s 
Ship & Engine regular and extra divi- 
dends than $3,100,000. 
Last year the entire receipts from this 
source totaled $609,772. 


totaling more 


American Zinc— 

A substantial improvement in price in 
American Zinc was recorded on several 
occasions this week on a turnover of only 
a few hundred shares, which suggests that 
not only is the floating supply of the stock 
limited, but the recent market strength 
in the trade position of the metal is being 
fully appreciated and discounted. 


Atlantic Gulf— 

The selling of Atlantic Gulf this week 
was largely attributable to the position * 
of Judge Hand upholding the ruling of 
Attorney-General Dougherty regarding 
liquor on trans-Atlantic steamships. As 
far as the operations of the company 
itself are concerned, officials said that 
coastwise business is quite satisfactory 
and has been showing a decidedly im- 
proved tendency. 
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Consolidated Textile— 

Formerly a favorite of Allan A. Ryan, 
and consequently for a considerable time 
depressed and looked upon by numerous 
traders as well nigh hopeless, Consoli- 
dated Textile is back. The 
company is said to be reducing its in- 
ventory gradually, and is profiting be- 
cause of higher prices for its product. 
It is reported that the stock has been 
absorbed by a strong group which pro- 
poses in the near future to form a syn- 
dicate. If there is any basis of fact in 
this report, it is more than likely that 
in the next week or two considerable 
activity will be noted in the market for 
the stock. 


coming 


Continental Can— 

This week witnessed another spurt by 
Continental Can which carried the price 
to a new high for the year. The trou- 
bles of short interest in this stock were 
partly the run up, 
although a considerable portion of the 
enthusiasm is engendered by anticipation 
of an unusually favorable earnings state- 
ment for 1922. 


responsible for 


Hendee Manufacturing— 

A very sharp decline in Hendee Manu- 
facturing around mid-week occasioned 
some concern as to the reason back of it. 
It was not hard to find it as the com- 
pany this week published an unfavora- 
ble annual report showing a deficit of 
over one and a quarter million dollars 
after preferred dividends. A feature of 
the annual report which was not well re- 
ceived by the conservative element in the 
Street was the writing up of good will 
from $6,157,646 to $8,300,000. This helped 
to prevent the balance sheet showing a 
surplus. 


Manhattan Shirt— 

The strength of Manhattan 
Shirt may be explained by reference to 
earnings which are stated to be running 
at the annual rate of $8 a share. Those 
who have followed the situation closely 
helieve that in the balance of this year 
there will be a substantial seasonal im- 
provement in sales, and for that reason 
friends of the stock are looking forward 
to possible increase in the $2 annual divi- 
dend rate and perhaps some distribution 
of surplus. With such speculation in the 
air, the stock is apt to have further ap- 
preciation. 


current 


Marlin-Rockwell— 
Net Marlin-Rockwell in 
the first seven months of this year were 


profits for 


in the neighborhood of $5 a share, which 
is quite a noteworthy comeback when 
it 1s that the first 
months of 1922 showed a deficit. 


remembered two 
It is 
stated in an unofficial way that the com- 
pany quite soon will be in a position to 
liquidate its bank loans, and that cash 
on hand is in excess of one-half a mil- 
lion dollars, or more than double what 


is required for working capital purposes. 


Mercantile Marine— 

The decision of Federal Judge Hand 
upholding the interpretation of the Vol 
stead Act by Washington in its applica- 
tion to steamships hauling into Amer- 
ican ports had a depressing effect upon 
International Mercantile Marine. It is 
not perfectly clear just how the elimi- 
nation of liquor sales aboard the ships 
of International Mercantile Marine will 
have a disastrous effect upon the traffic 
of the vessels, although the partial effect 
cannot be denied. 


R. J. Reynolds— 

According to official information, R. J. 
Reynolds Company is doing the largest 
business in its history. 
the two 
common stock which was equivalent to 
$6.18 a share. 


Last year ther« 
was a balance for classes of 
It is estimated that earn 
ings for 1922 will be in the neighborhood 


On the 


basis of this estimate it is figured that 


of $8 a share on the common. 


the company will be in a position to de 
clare an the 
quarterly dividend rate, without aban- 
doning its policy of a dollar for divi 
dends and a dollar for the property. 


extra 25 cents a share in 





Motors 


Pierce Arrow— 

Heavy selling of Pierce Arrow in the 
fore part of this week was predicated upon 
expectation that the company would suf- 
fer considerably by reason of the purely 
seasonal decline in automobile production, 
particularly in view of the fact that the 
company’s financial position is not such as 
to leave it with a profit back-log accu 
mulated earlier in the year. 


Studebaker— 

The usual flock of rumors are current 
regarding the possible action of director 
of Studebaker at their meeting which is 
scheduled for an early date. The opinion 
which seems to be most widely supported 
is that the regular $2.50 a share and 
extra $1.50 a share dividends will be or 
dered, which would bring the total to the 
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came as that paid in the last quarter. 

There is another rumor to the effect that 

extra dividend may be omitted on 

e next payment, but this report does not 

| many believers. Current market quo- 

tations possibly would indicate a belief 

in this connection but otherwise support 
for the theory is not to be had. 





Steels 





Republic Iron & Steel— 


\iarked weakness in Republic Iron & 
Steel reflects uncertainty in the situation 
regarding the company. Officials are 
very reticent in connection with state- 
ments which have appeared to bear 
some semblance of authority to the 
effect that plans are about completed 
for the raising of new funds for expan- 
sion and development purposes. The 
only satisfaction it is possible to obtain 
from official quarters is the statement 
of President Topping that an announce- 
ment will be made “at the proper time.” 
It is impossible to obtain anything defi- 
nite regarding the possibility of a mer- 
ger of Republic and Inland Steel. 


United Alloy Steel— 


Sales of United Alloy Steel for August 
were at the annual rate of $50,000,000 
and for the first eight months of the 
year the company earned its full divi- 
dend on the preferred and the balance 
of more than $2 a share on the common 
after depreciation charges. Should de- 
mand for Steel continue to the end of 
the year at the current rate, the com- 
pany might be justified in restoring the 
old $4 dividend rate which was paid 
from the time of the organization to the 
end of 1920. The stock through 1922 
has been steadily gaining in its inherent 
value, 





Railroads 





Atchison— 


A strong stock during temporary re- 
actionary tendencies in the rail list is 
\tchison. Undisputed earning power of 
this property serves to convince holders 
of the stock that there is nothing to be 
fained by its sale, and that there are 
lew securities into which they might 
‘witch to advantage, when the compara- 
tive safety and price prospect of Atchi- 
son is taken-into consideration. It is 
velieved that September earnings when 
published will make a much more favor- 
able showing than did those of August. 


Baltimore & Ohio— 


Among the stocks which gave a very 
‘00d account of themselves this week 
as Baltimore & Ohio. This road has 
had its troubles in the past two or 
three years, and it is difficult for the 
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stock to gain a particularly large fol- 
lowing. However, frequent demonstra- 
tions have been noted stock market 
wise in the past several months, which 
would seem to indicate increasing favor. 
It is believed that the road has come 
a greater portion of the distance back 
to normal operation, and the 
buying appears to be justified. 


current 


Central Railroad of N. J.— 


The backing and filling action of Central 
of New Jersey this week served to mys- 
tify the Street. In a single movement 
there was a decline of 15 points which 
was later followed by a reaction, which 
made up almost the entire loss. Of course 
there is talk of the possibility of Read- 
ing and Central merging, and it is known 
that it #s the desire of directors of the 
former road that such a plan be consum- 
mated. In the event of such a consoli- 
dation and the exchange of stock, the 
holders of Jersey Central shares possibly 
would come in for a handsome distribu- 
tion from surplus which of course would 
account for rather violent fluctuations in 
the stock. 


New York Central— 


Rumors that the directors of New 
York Central contemplate an increase 
of the dividend rate to $77 per share 
have been revived, and used as a basis for 
active purchasing of the shares, and for 
a substantial advance in quoted price. 
As we have repeatedly stated, there is 
ample justification in the demonstrated 
and indicated earning power of the road 
for such action by the directors. The 
latter, however, have given no indica- 
tion as to their definite ultimate inten- 
tion. 


Norfolk & Western— 


The unmistakably strong earning 
power of Norfolk & Western which has 
been demonstrated throughout all of the 
difficulties which have surrounded rail- 
road operations since last May tends to 
hold up enthusiasm for the stock. Even 


> 


when the rails were inclined to be 
slightly reactionary after the opening 
this week Norfolk & Western was 
strong. 
Reading— 

Bullish talk is being heard in the 


Street regarding Reading, in view of 
the expected distribution of an extra 
dividend by Central of New Jersey. The 
former railroad is owner of a large 
block of the latter’s stock, and, af 
course, would benefit materially by any 
such distribution. There also is talk of 
the early disposition of Reading’s coal 
holdings, which some say probably will 
be offered shareholders at so much per 
share, or along the lines of a plan sim- 
ilar to that used by Southern Pacific in 
the sale of its Pacific Oil holdings. 





Equipments 





American Tank Car— 


The marked strength noted in Amer- 
ican Tank Car early this week was 
almost entirely due to the operations of 
a strong pool which has taken the stock 
in hand. Until the objects of this co- 
terie have been satisfied, such market ac- 
tion is to be expected. There was noth- 
ing in the news at the present time to 
account for the unusual activity. 

This company has bookings at present 
for 10,000 freight cars, representing a 
value of approximately $20,000,000, ac- 
cording to a recent estimate, which would 
suggest that the company is on the eve 
of a successful period. 


Baldwin— 


There was what is characterized as 
urgent selling of Baldwin Locomotive 
in the fore part of the week. This, 
however, was not to be considered as 
significant, and, in fact, provides a more 
favorable buying opportunity than a 
reason for sale. Much of the selling 
of the stock could be traced to a pessi- 
feeling in speculative quarters 
because of the failure of the market 
generally to demonstrate greater rally- 
ing power on Monday. 


mistic 





Oils 





Cosden Oil— 


Steady enhancement of the asset value 
of Cosden Oil has been under way for 
some time past and now that the com- 
pany has announced the retirement of 
all of its outstanding 6 per cent notes, 
the rating of the company’s stock can 
be shoved up a peg or two. The note 
retirement, which leaves the company 
entirely free of debt and in a position 
to apply all of its net earnings to de- 
preciation and depletion charges and 
dividends, did not have any appreciable 
effect upon the stock marketwise, although 
it should do so in the near future, all 
things being equal. 


Marland Oil— 


Considerable interest has been evidenced 
in Marland Oil stock within the past sev- 
eral days because of rumors as to the 
possibility that the company would pass 
or reduce its December dividend. Em- 
phatic denial has been made by President 
E. W. Marland in a telegram to a New 
York Stock Exchange house, who asserts 
that he does not consider it advisable to 
change the dividend policy of his com- 
pany, and that in his decision the Decem- 
ber distribution will be earned and made. 
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An Industry Guided by Genius 


C 


The spirit of invention, and the demands of modern necessity, have 


served to encourage the development of the use of HYDRO-ELECTRIC 
POWER throughout the country. 


Cc 


The industry is in its infancy, but wherever established, it its proving 


a success and investors are being attracted to it in increasing numbers. 


@ The development of what is called “white coal” is fascinating; the story, 
bristling though it may be with statistics, intrigues the tmagination. 


UCH men as Edison, Steinmetz and 
S Langmuir have brought to the elec- 
trical industry a more rapid develop- 
ment in technique than any other industry 
has enjoyed in the history of the world. 
There is no other field in which so-called 
“pure science” has maintained such close 
relation with the commercial development 
of the 
This effi- 
ciency, due both to the spirit of invention 


art. 


rapid growth in mechanical 
and the natural economies resulting from 
large scale production, has reduced the av- 
erage wholesale cost of electricity from 
4 cents per KWH in 1885 to about 
1900 and 1.2 cents in 1922. 
(The cost to small lighting consumers has 
declined from about 25 cents to 7 cents.) 
The price ‘of electricity has thus declined 
approximately two-thirds, while prices of 
other goods have shown an 


about 3} 


2% cents in 


average in- 
crease of 80 per cent (after allowance for 
recent deflation). To put the matter in 
another way, electrical current costs about 
one-fifth as much to produce now as in 
1885, in terms of the purchasing-power of 
money. 


Growth of the Industry 


Twenty years ago electric power dis- 


tribution might well have been described 


as an “infant industry,” 


with gross 
$100,000,000, but 


today the annual sales of electrical energy 


revenues of less than 


by central power stations amount to 


about one billion dollars—a ten-fold in- 


crease. 


The growth in the consumption of elec- 


tricity since 1900 is due not onl, to larger 


By OWEN ELY 
(Statistical Dept., Jelke, Hood & Company) 


industrial demands, but to greater require- 
ments for the many new appliances which 
lighten the of 
increased lighting 


burden household labor. 


Greatly demand for 
merchandise display, advertising signs and 
other purposes has also been an important 
factor. 

The increasing price of coal and the in- 
terruptions in fuel supply due to strikes, 
car shortages, etc., naturally tend to pro- 
mote development of But 


the use of such power has been limited in 


water-power. 


the past by the distance over which the 
current could distributed. Owing to 
laboratory research by General 
Westinghouse, and similar or- 
ganizations, this distance has gradually 
been extended until now it is possible to 
transmit power economically over a zone 
400 miles or more in diameter. 

Recent rapid increase in development of 
water-power to indicate 
more liberal interpretation of the principle 
of of 
course, does not mean keeping our great 
supply of “white coal” under government 
leck and key, when its practical develop- 
ment is essential to our continued indus- 
trial prosperity. 


be 
constant 
Electric, 


facilities seems 


conservation. True conservation, 


Exceptional Earnings Record 


Total gross earnings of electric com- 
panies since 1914 (as compiled by the 
Electrical World) have shown an _ unin- 


tcrrupted growth: 


1914 $337,000,000 
1915 360,000,000 
| ar 436,000,000 
19i7....... 521,000,000 
| I ee 665,000,000 


EE ee 774,000,000 

LS ERED See te 883,000,000 

eer 944,000,000 
Aggregate net earnings of the electric 
light and power companies (excluding, 
perhaps, those which are saddled too 


heavily with gas and traction subsidiaries) 
have also shown a consistent upward trend 
during the past decade. These companies 
constitute the only public utility group 
whose earnings increased during the war- 
time period of high costs, and they were 
among the few industries whose earning- 
power successfully met the test of post- 
war deflation. 


Stabilized Earnings 


There are several reasons why the elec- 
tric light and power companies, as a class, 
have thus been able to stand firm amidst 


the recent wreckage of industrial assets 
and earnings. 

First, they have practically no labor 
problem. Labor costs are small, being 


practically negligible in the case of the 
hydro-electric property. 

Second—and here also the hydro-electric 
property has the advantage of the coal-fed 
power station—inventories are reduced to 
a minimum, thus eliminating the problem 
of inventory losses which so many indus- 
trial companies have had to face. 

A third factor in 
earnings is 


the stabilization of 
the steady output. This is 
especially true of the hydro-electric sta 
tions, which are usually equipped with 
steam auxiliaries to carry the peak load. 
As regards cost of operation, the hydro- 
electric company is in an enviable positio1 
While the steam electric stations may fi 





' 





— 


The Financial Wor! 












costs increasing because of a rise in 


rice of coal, the hydro-electric prop- 


s insured against any increase in the 


f raw material. 


ther etement contributing to stabil- 


income is the fact that most power 
inies have long-time contracts for the 


ry of their product to many cus- 
rs in varying lines of industry. Where 
sands of small electric consumers are 


i. rates 


tically no loss of business. 


increased 


do not result 


in 


ther point in favor of power com- 


s is the liquid character of their re- 


ibles. 


ll, and the threat of discontinued serv- 


The percentage of bad debts is 


isually insures prompt settlement of 


laims. 


far as rates for power may be sub- 





























Price Trend of Hydro-Electric Bonds compared 
10 with Industrials and Rails 
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ject to regulation by public authorities, the 


attitude of such authorities has generally 


proved reasonable. The p 


olicy 


new utility issues directly to consumers, 


widely 


adopted in 


recent 


years 


ot 


distributing 


(Please turn to page 587) 














PRINCIPAL H 


(Listed according to size of output) 


YDRO-ELECTRIC COMPANIES 








Analysis of Security and Earnings 


Analysis of 1921 Operations 



































| 
Principal Underlying | Price | Yield | Moody a | (Milteons % | % % | 
Bond @ about | % Rating karned | br KWH) Light | Power | Rys 
Niagara Falls Power Co............. ' Ist 5s 1932 10014! 4.93 | Aaa | yal | 1855 7] | 
Pacific Gas & Electric Co............ | Ref. 5s 1942 9414 | 5.48 Aa | Za | 1489 @ | 10 33 16 
Southern California Edison Co..... . . Gen. 5s 1939 9816|5.12|Aa |2.5 | 1225@] 11 | 41 22 =| 
| Montreal Light, Heat & Power Co. Ist & Coll. 414s 1932 9314! 5.35 | Aa | 5.7 |, 907 © . | 96@)| 4 | 
Ontario Power Co. of Niagara Falls...!; Ist 5s 1943 98 | 5.16 A | 4 5 825 ® | © | | 
Southeen BIE. ino 5 en ase ces Ist 5s 1930 (95 15.79) A | 2.7 G 790 @ ® | © | é 
Mississippi River Power Co...,..... Ist 5s 195] | 9414! 5.37 | A | 1.6 602 a,.hCat 3 | 
Montana Power Co. ...........+.-. Ist & Ref. 5s 1943 | 99 | 5.07 |A | 2.1 572 4 61 | 18 | 
Great Western Power Co............. Ist 5s 1946 1s 13.37 | Aa 1.86 491 8 | 56 | 5 | 
Alabama Power Co. ........... ints Ist 5s 1946 | 93161 5.49 1A 11.7@) 433 85 @| | 
Pennsylvania Water & Power Co.....| Ist 5s 1940 | 9814| 5.12 | Aa | 2.6 420 @ é @ | 
Niagara, Lockport & Ontario Pr. Co...) Ist 5s 1954 | 9814: 5.09 A | 1.4 415 @ | 9 18 
New England Power Co.............. Ist 5s 1951 Ol =| 4.93 A | 1.8 406@® | 36 | 39 8 
Consumers Fate? Gis. ..6 iiss. 0 0.5:50 Ist & Ref. 5s 1936 98 - 5.20 A | 2.4 398 @@| 17 40 7 | 
San Joaquim Light & Power Corp... . Ist & Ref. ““C’’ 6s 1950 10034 | 5.94 A | 2.0 396 8 {| 50 1 | 
Washington Water Power Co........ Ist & Ref. 5s 1939 9914| 5.04 | Aa | 4.0 374 19 61 4 
Minneapolis General Electric Co... . Ist 5s 1934 | 99 5.11 |Aa | 2.3G || 373@ | 24 58 
Utah Power & Light Co. ............ Ist 5s 1944 93 557 tA 2.0 363 14 50 | : 
Tennessee Power Co. .........-.6+% Ist 5s 1962 86 5.92 |B 1.5 | 3436 88 
Portland Ry., Light & Power Co.... Ist & Ref. 5s 1942 97 | 5.24|Baa {1.3 |} 298 13 36 9 
Georgia Railway & Power Co. ....... Ist & Ref. 5s 1954 91 5.61 | Baa | 1.8 282 63 @/ 18 | 
Michigan Northern Power Co........ Ist 5s 1941 9414! 5.47 |p.A | 6 258 100 | 
Adirondack Power & Light Corp...... Ist & Ref. 6s 1950 101 5.93 | Baa | 1.8 243 ©®®} 10 42 28 20 
Great Northern Power Co. ......... | Ist 5s 1935 9415 5.60 | Baa | 2.0 204 22 | 53 9 | 16 
idahis Mais) isu cdeunsveusees | Ist 5s 1947 94 5.44/A | 2.5 190 33. «| «36 31 
Turners Falls Power & Elec. Co... ... | Ist 5s 1952 102 4.87 | A 2.8 170 72 @| 16 +| 12 
Fort Worth Power & Light Co........ | Ist 5s 1931 | 9534, 5.61 | Aa | 6.2 163 9 | 26 65 
| Texas Power & Light Co. .......:.. || Ist 5s 1937 92 5.81 A | 2.4 157 G 15 40 45 
Appalachian Power Co......... | Ist 5s 1941 90% | 5.85 | Baa | 1.8 |) 155 3 79 «18 
Colorado Power Co. ..........++++- | Ist 5s 1953 9334 5.42 | Baa |1.8 | 114 4 18 5 | 73 
Indiana & Michigan Elec. Co. ee Ist 5s 1957 931% 5.41 1A 2.9 106 & 15 57 10 18 
Connecticut Light & Power Co........ | Ist 5s 1939 92 5.74 | Aa £3 101 @ 15 40 16 29 
| 
Average yield, 32 Hydro-Electric Bonds....... 5.40 
Average yield, 25 Active Rail Bonds bees de svee cle cnciveses 4.75 | 
| Vermont & Quebec............... First 8s 1942 10114 7.85 | Ba 1.6 | | 
@ Only bonds which enjoy a good or fairly active market, and which seem Not available. 
unlikely to be called in the near future, are included. There are many 
other active issues which are less strongly secured or which, having high The company also produces gas 
~ See eee ee While the company is considered to belong to the hydro-electric group, It 
@) Before depreciation (where indicated). ilso owns steam plants from which a considerable proportion of its regular 
Inter-company business, line losses, etc. output is obtained. 
1920 figures. A considerable amount of power is purchased from other companies. 
Based on system income statement of holding company. @ Power and light sales combined. 
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| IN THE 
Railroad Field 
| By 


Warren Lorimer 














average annual rate on valuation for 

the past two years of 6 per cent is 
not generally being regarded with concern, 
or considered as important. The feature to 
which constructive thinking investors are 
giving their attention is the fact that load- 
ed cars are crowding the company’s trans- 
portation system and extraordinarily heavy 
traffic is in sight for the remainder of the 
year. When one takes this feature into 
consideration and then turns to the chart 
Showing the average price of railroad 
dividend paying stocks, it is not difficult 
to read the indications, and to come to 
the conclusion which was set forth in 
last week’s “Trend of Things” in this 
publication. 


Ph eenee: of the railroads to show an 


wes the extra dividend by Norro.x 

& WEsTERN this week of $1 a 
share significant as an indication as to 
what is apt to happen in the case of 
other railroads? That the market in rail- 
road stocks is in a strong technical posi- 
tion was evidenced unmistakably by the 
demand for such stocks this week as 
New York CENTRAL and other high grade 
dividend-paying rails. By and large, the 
week opened with a certain amount of 
reactionary tendency in the railroad group 
but after the market had gotten into its 
stride there was a distinct face 
.tth the entire rail list showing signs 
of a swing back into its recently estab- 
lished forward movement. 


about 


*- * * 


( SP ueRALLY speaking, the railroad 
news is all constructive and favora- 
ble. It is estimated, for example, that 
CHESAPEAKE & OQOnI0’s net income for 
this year will be equal to $12.74 a share 
on the outstanding common stock after 
deducting one quarter dividend on the 
new 6% per cent preferred stock. A 
significant feature of the expected C. & 
O. showing will be the probable short- 
age of gross revenue as compared with 
last year and 1920. While on the other 
hand, net operating income promises to be 
by far the highest in the history of the 
company. If the road earns a balance of 
$12.74 a share on the common it will com- 
pare with $6.68 a share last year and $9.54 
a share in 1920. 

Considerable interest attaches to the fact 
that Senator Cummins, who is looked 
upon as the Grand Old Man in knowledge 
of the country’s railroad problems in the 
Senate, is preparing to take aggressive 

(Please turn to page 593) 
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P. R. R. Restores 6% Dividend 


Whatever Wall Street may lack, tt assuredly is not without imagination. 
And its post mortems, conducted after this or that important financial devel- 
opment, never fail of contributing to the fun of everyday life in the Street. 
When the Pennsylvania directors at mid-week decided that, instead of spend- 
ing millions of dollars in excess maintenance, it seemed high time that stock- 
holders should be permitted to collect the old-time 6 per cent dividend rate, 
Wall Street first asserted that it was not surprised, in view of the payment by 
Norfolk & Western of an extra, then voiced regret that Pennsylvania failed 


also to declare an extra. 


OT a great many months ago, an 
N official of the PENNSYLVANIA Rail- 

road gloomily foretold a coming 
debacle of receiverships. One fairly im- 
portant bankruptcy development has visit- 
ed the railroad field—that of the Alton, 
which had been more or less of a cripple 
for several years. On the other hand, 
Chesapeake & Ohio, after a short lapse, 
resumed dividends, Pere Marquette 
brought joy to its stockholders with pay- 
ments on account of arrears, Norfolk & 
Western has disbursed an extra, Southern 
Railway has resumed an abandoned divi- 
dend, and the great Pennsylvania has 
raised its dividend to the old rate of 6 
per cent. 

If we base our estimate on actual earn- 
ings in the first eight months, plus allow- 
ance for seasonal variations, PENNsy this 
year should earn at least 9.74 per cent for 
its stock and should earn fixed charges 
at least 1.71 times. 

The explanation that the restoration of 
the old dividend rate was a foregone con- 


clusion before the action of directors, in 
view of declaration of an extra dividend 
by Norfolk & Western (of which 
PENNSY owns a substantial block) was a 
slim one. As far back as July we forecast 
the restoration as, even then, the indica- 
tions were clear that the road should have 
no difficulty in earning a good margin 
over 6 per cent this year. 


And, in the first seven months of this 
year, it was plain that the road was earn- 
ing and spending for maintenance at least 
2.56 per cent in excess of what every rule 
of railroad economics would justify as 
being adequate. 


The declaration of an extra 1 per cent 
after the first quarter of 1923 would not 
be surprising. And if earnings continue 
to show up as well in the next six months 
or the next four, an extra would be justi- 
fied. It would take less than $5,000,000, 
which could be taken out of the excess 
maintenance without any harm being done 
to the company’s finances. 


Work to Save Food Products 


Bankers interested in the restoration of vitality to U. 


S. Food Products 


believe that they have hit upon a plan whereby the company may be rehabil- 


itated and can continue im business. 


The company in the last year or so has 


fallen from a fairly strong carner to a position where it was simply nip and 


tuck to save its life. 


Financial troubles brought on receivership, and the 


wonder for some time has been as to whether or not it would be possible to 
find a way to keep the company’s head above water. 


VERHEAD expenses of U. S. Foop 
() Propucts have been cut to the 
bone under administration of the 
receiver, and business has been developed 
in the market and 
alcohol. These departments in the past 


for yeast preserves 
few months have picked up to such an ex- 
tent as to cause the recommendation that 
they be continued in operation. 

Recent legislation permitting the con- 
centration of whiskey held in storage has 
helped the company’s situation consider- 
ably, as it has permitted a substantial re- 
duction of overhead expenses. 

The company’s financial position began 
to show decided signs of weakening a little 
more than a year ago, and matters went 
from bad to worse, a receivership finally 
resulting. Since that 
terested have been 


some 


bankers in- 
endeavoring to find 
way whereby the company’s head 
could be kept above water. The current 
price for the stock represents discounting 
of the troubles. Generally speaking, it 
never is good policy to tie up funds in the 


time 


securities of a property in receivership 
The latter is a condition which may last a 
great length of time. 

The plan so far fixed upon by the re- 
organization committee contemplates the 
organization of a new corporation and th: 
raising of new money by the issuance of 
a guaranteed note issue, secured by a first 
The plan 
provisions under which 
the U. S. Foop Propucts 
Company by subscribing to guaranteed 
notes to be issued under the plan, may 
acquire stock in the new corporation. 


mortgage on certain properties. 
¢ > ~| 
contains stocK- 


holders of 


At present litigation between the holders 
of the Distillers Securities Corporation 5 
per cent first mortgage bonds, and the 
U. S. Foop Propucts 7 per cent note 
holders is the crux of the situation. It 1 
stated that settlement of litigation ré 
specting the guaranty by the Kentuck 
Distilleries and Warehouse Company of 
Foop Propucts bank indebtedness will fol 
low the adoption of a final plan of re 
organization. 
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High Yields From Utilities 


The trend of events favors the companies engaged in the production and 
distribution of electricity, whether it be for light, heat, or power. 


The public 


utility companies, whose revenues are derived from such sources, monthly 
are making better showings, and as business and trade revival proceeds, will 


make correspondingly better returns. 


So far has the year’s improvement 


gone, the number of good public utility bonds affording a comparatively high 
yield to maturity ts limited. For this reason, bonds of electric power com- 
panies, that are reasonably safe as to interest and principal, which affords a 
yield to maturity of better than 6.25 per cent, are very desirable from the 


investment standpoint. 


UR survey of the list of available 
() electric power bonds which can 

be obtained at prices to yield con- 
siderably above 6 per cent to maturity has 
resulted in the selection for the purposes 
of this writing of two bonds secured by 
first mortgages, which appear to be ade- 
quately protected by earning power of the 
issuing Companies. 

The first selection is the first mortgage 
sinking fund issue of the Ozark Power & 
Water Company, which is due in 1952, 
and which affords a yield at the recent 
price of 6.63 per cent. A brief descrip- 
tion follows: . 

The bonds are secured by a direct first 
mortgage on all property of the company, 
including a modern hydro-electric station, 
160 miles of high-tension transmission 
lines, sub-stations and other equipment. 
Replacement value of the property is more 
than double the amount of the bonds out- 
Net earnings for last year were 
more than 17% times interest charges. A 
substantial sinking fund is provided for 


standing. 


in the indenture. The bonds can be ob- 
tained in denominations of $1,000, $500 and 
$100. 

The second selection is the first and 
collateral trust 5 per cent issue of the 
Virginia Power Company, due 1942, which 
is obtainable at a price of about 85 and 
interest, to yield in the neighborhood of 
6.32 per cent. A brief description fol- 
lows: 

The bonds are secured by an absolute 
first mortgage on the entire properties, 
rights, franchises, etc., of the company. 
The company owns modern steam power 
stations, valuable water power sites, the 
principal one of the latter being considered 
one of the best available water power sites 
in the East. The company operates in 
West Virginia. Net earnings for the 
year ended June 30, this year, were 2.77 
times the interest charges on the above 
bonds. There is a liberal sinking fund 
clause in the mortgage, and the bonds 
are redeemable as a whole or in part at 
105 and accrued interest. 


Central Leather Tide Turned 


The margin of profit fon this company has been improving steadily for 


the past few months and it should continue to improve from now on. 


The 


company’s volume of business, however, is not running as large as had been 
hoped, nor does there appear to be an immediate prospect for marked im- 


provement in that direction. 


Nevertheless, the resumption of dividends for 


the preferred stock does not appear to be so very far removed, as the prob- 
abilities are that net earnings will continue to improve substantially for the 
next six or eight months, and perhaps longer. 


EATHER is selling higher than 
L normal, or past normal levels, and 

hides are cheaper. The chief busi- 
ness of CenTRAL LEATHER is the purchase 
of cattle hides, which it converts into 
leather. The logical conclusion is that 
the status of the hide and leather situa- 
tion, therefore, is favorable to this com- 
pany. 

Barring any unlooked for decline in the 
price of raw material from which shoes, 
belting and harness are manufactured, 
CENTRAL LEATHER should be able to re- 
port very satisfactory earnings until the 
middle of next year. There, however, is 
at least one obstacle in the way of com- 
plete, or we might say, maximum, pros- 
perity for the company and that is the 
competition of rubber shoes, or part rub- 
ber shoes, 

CENTRAL LEATHER manufactures the ma- 
terial used in shoe soles but the use of 
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rubber for that purpose has increased 
steadily and has cut in on the company’s 
business materially. The question is—how 
serious may that competition become in 
time ? 

That question would be a difficult one to 
find an answer to. Should the price of 
crude rubber recover and gain strength 
consistently, the competition which at pres- 
ent is limiting the production and sale of 
sole feather, would become of smaller im- 
portance. Those who purchase the pre- 
ferred stock of this company, with a view 
to discounting dividend resumption, will 
do well to watch the competition factor 
mentioned. 

CENTRAL LEATHER in the September 
quarter earned net after tax and charges 
of $758,074, which compares with a $399,- 
032 deficit in the preceding quarter and a 
deficit of $1,540,083 in the third quarter 
of 1921. 











IN THE 
Utility Field 


By 
Byron C. Hall 




















HE outstanding feature of the cur- 
; rent week in the public utility field 
is the announcement from well- 
informed sources to the effect that com- 
mittees representing the stock and 7 per 
cent gold notes of Brooktyn Rapip 
TRANSIT have formed independent tenta- 
tive plans for reorganizing the system, 
and that in the near future the two com- 
mittees will get together with their two 
plans and negotiate for a coalition proposi- 
tion. Bankers who were questioned in 
the matter this week said that in all prob- 
ability the $57,230,000 of three-year 7 per 
cent notes on which interest payments have 
been in default since the first of January, 
1919, will be given full and adequate pro- 
tection, possibly through an exchange of 
long-term bonds for the existing paper. 
A suggestion has been made that $12,- 
000,000 of Receivers Certificates be taken 
care of by means of a new issue of securi- 
ties underlying the 7 per cent notes which 
would be offered to the public. In connec- 
tion with raising the necessary working 
capital with which to prosecute plans for 
putting the property on a sound basis, it is 
suggested that there possibly will be a call 
upon stockholders to purchase new securi- 
ties in the form of a preferred stock or 
of adjustment income bonds. 


* * * 


ASH in the hands of Receiver GArri- 
SON, it is proposed will be used to re- 


tire part of the Receivers Certificates, but | 


such purchase could not be substantial, in- 
asmuch as $6,000,000 have been retired by 
the receiver in the last twelve months. 

The holders of notes and bonds insist 
that interest in arrears must be protected 
inasmuch as the value of the property and 
its earning power are sufficient to cover 
those charges. They also insist that the 
arrears in interest largely represent earn- 
ings during receivership that have been 
returned to the property. The stockhold- 
ers, on the other hand, most likely will 
exert all of their power to prevent pay- 
ment of interest arrears in full with cash. 
One authority points out that should this 
resistance be offered by the stockholders 
there might result a separation of the sur- 
face lines from the rapid transit subway, 
and the completion of a reorganization of 
the former as an independent system. Of 
course, any such step would get posses- 
sion of power-generating facilities to the 
surface lines. 

Any such dismembership of the B. R. T. 
would be unfavorable and would not likely 
meet with any considerable approv.l. In 
the writer’s opinion, no such severance of 
the two systems will be effected. 


(Please turn to Page 592) 


569 



























































Ht Sei Rahs nist 


a 





Coca-CoLa, in the first nine months of 1922, earned a bal- 


ance after preferred dividends equal to $10.97 on the com- 


mon stock. 


@ The Street now is talking about the possibility of the fu// 
year showing profits equal to about $15 for the junior shares. 


@ But the fight which certain stockholders have waged for 
control of the company is an interesting story in itself. Here 
it is, right from the scene of action. 


The Stockholders’ Fight 
for the Control of Coca-Cola 


By VICTOR BARRON 


Financial Editor, The Georgian, Atlanta 


 OUTHERN officials and large stock- 
S holders of the Coca-Cota Company 
of Delaware apparently have won in 
their desperate fight to maintain contro- 
ling interest of the company. In a state- 
ment just issued by THomas K. GLENN, 
vice-president of the Trust CoMPANY OF 
GeorciA, and one of the largest individual 
Coca-Cota stockholders, a gigantic hold- 
ing company controlling more than 250,000 
shares, or a majority of the outstanding 
stock of the Coca-CoLa Company, has been 
formed by Southern stockholders. 


The holding company will prevent con- 
trol by Eastern interests, it 
nounced. 


was an- 


The Holding Company 


This holding company, for which a char- 
ter will at applied for, will 
have as its stockholders enough of the 
present Coca-CoLa company stockholders 
to insure absolute control of the company, 
according to Mr. GLENN. The stock in 
the holding company will be exchanged for 
the voting trust certificates held by the 
Coca-CoLa stockholders on an even basis. 


A committee composed of W. C. Brap- 
LEY, chairman of the board of directors of 
the Coca-Cota Company; T. K.. GLENN, 
E. F. Hutton, J. H. NuNNALLy and Ros- 
ert W. Wooprurr, has been given full 


once be 


powers by the holding company to organ- 
ize in their discretion a holding company 
at such time and with such powers as they 
deem to the best interests of all concerned. 

An early meeting of this committee is 
expected. 


A Strong Factor 
A strong factor leading to the organiza- 
of the 
have been efforts of 


said to 
Eastern in- 
terests to acquire control of the Coca- 
Cota Company with the possibility the 
headquarters would be moved from At- 
lanta. 


tion holding company is 


certain 


rise in the common 


stock of Coco-Cota to 8234, or 17% points 


Recent vigorous 


without interruption from the low price on 
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September 18, was taken by shrewd ob- 
servers to indicate the progress of some 
force not visible on the surface. The an- 
nouncement by Mr. GLENN that Eastern 
interests have been endeavoring to gain 
control of the Coca-Cota Company, now 
furnishes an obvious reason for the steady 
advance of the stock. 


Split Between Interests 


It is reported in financial circles here 
that the chief cause of the whole move- 
ment to gain control of the company arises 
from a split between the Southern and 
Eastern interests that combined three 
years ago to form a coalition which 
bought out the Coca-CoLa Company from 
the CANpDLER family, original owners of 
the corporation. 


Reflecting the keen bidding for out- 
standing shares of the common stock, is 
reports from Columbus, Ga., to the effect 
that Coca-Cora stockholderh there had re- 
ceived telegraphic offers of $7 per share 
above the New York Stock Exchange 
quotations. These offers, it is said, came 
from brokerage houses in New York, Chi- 
cago, Boston and Philadelphia. 


Wide Spread Activity 


It is believed that the same spirited 
bidding for the common shares has been 
going on in other cities where Coca-CoLa 
stockholders are located. Columbus, Ga., 
is the home of W. C. Bran.ey, chairman 
of the Coca-CoLa board and one of the 
prime movers in the original purchases 
of the Coca-CoLa Company and one of 
the three voting trustees of the company. 


It also is understood that while the East- 
ern interests have been trying to pur- 
chase outright every available share. of 
Coca-CoLa common, the Southern inter- 
ests, represented by Ernest Wooprurfr, 
T. K. GrLenn and their associates, have 
been obtaining proxies for enough shares 
to assure control of the corporation when 
combined with the stock owned by them- 
selves. That this has been accomplished 





was indicated by Mr. GLenn’s Statement 
as follows: 

“When the Coca-Coia Company of Del- 
aware was originally organized by the 
Trust Company of Georgia in 1919, a ma- 
jority of the stock was subscribed for py 
Southern people and two out of the three 
voting trustees were citizens of Atlanta. 

“This voting trust expires in a little 
more than a year and a half, at which 
time all of the stock of the Coca-Cota 
Company now held by the voting trustees 
will be distributed to the holders of the 
voting certificates. 


“For the past two years there have 
been persistent efforts on the part of cer- 
tain interests to acquire a controlling in- 
terest in the Coca-Cota Company. There- 
fore, in order to perpetuate the control 
of this in the South and its 


headquarters in Atlanta, certain Southern 


company 


imterests, representing more than 250,000 
shares of common stock outstanding, have 
gotten together and agreed to organize 
a holding company with not less than 250,- 
000 shares of capital stock, and to ac- 
cept the shares of the holding company, 
share and share alike, in exchange for 
their voting trust certificates of the Coca- 
Cota Company common stock, and have 
authorized a committee, consisting of W. 
C-"Braptey, THomas K. Gtienn, E. F. 
Hutton, J. H. NuNNALLy and Rosert W. 
Wooprurr, with full powers to organize 
in their discretion a holding company at 
such time and with such powers, as they 
deem to the interests of 
cerned.” 


best all con- 


No Reorganization 


Mr. GLENN declared to this writer that 
the holding company would result in no 
reorganization of the Coca-CoLa Com- 
pany’s affairs, simply assuring mainte- 
nance of the company’s headquarters in 
Atlanta under the control of Southern 
stockholders who are in majority. 


In August, 1919, the original Coca-Cota 
Company, founded by Asa G. CANDLER, 
Sr.. and members of his family, was pur- 
chased by a syndicate of financial inter- 
ests for approximately $25,000,000. Of 
this sum, the CANpLER family, it is said, 
received $15,000,000 in cash, taking for 
the balance the entire issue of preferred 
stock—$10,000,000, This was followed by 
the formation of the Coca-CoLa Company 
of Delaware, and the issuance of 500,000 
shares of common stock—no additional 
preferred stock has ever been issued. 


Candler Interests’ Intent 


Following the listing a few days ago on 
the New York Stock Exchange of the 
issue of the preferred stock, rumors are 
current here that this indicates the evident 
intention of the CANDLER interests to dis- 
pose of their holdings in the Coca-CoLa 
Company of Delaware. 


The Financial World 














Rubber Trade Outlook Better 


Unofficial sources are authority for the statement that the year so far 
has been a very profitable one for Kelly-Springfield Tire, whose current earn- 
ings are running considerably larger than last year, when a deficit was shown 


ifter dividends. 


The trade situation in crude rubber recently assumed a 


change from the previous uncertain and unsatisfactory condition. It is stated 
that, as a result of the improvement in the price situation, current and pros- 
pective, the company is in a favorable position regarding its inventories. Last 
year, despite the reported deficit, the company was in a fairly strong working 
capital position, with cash and receivables comparing favorably with previous 


years. 


N the stock market at this writing, the 
] 8 per cent preferred and the common 

stock of the KELLy-SprincFIELp Tire 
Company are displaying a_ reactionary 
tendency, and both are selling substantially 
below their high prices for the year. The 
previous highs doubtlessly represented dis- 
counting of the improvement in the finan- 
cial and earnings position of the company 
which has been under way. Judging by 
the character of the prospects so far as 
crude rubber is concerned, and by the 
manner in which demand for automobiles 
has continued throughout the year, it 
would not seem unreasonable to anticipate 
ultimately higher prices for the stocks, 
and perhaps a return before long to some- 
where near the previous top for this year. 
Naturally, general market conditions for 
industrials will have some influence, how- 
ever, upon the movement. 

Recently, there was announced from 
London, a restriction plan to regulate pro- 
duction of rubber in Malaya and Ceylon. 
The plan was the work of the so-called 


Stevenson Committee, and it was ap- 
proved a few days ago by British Colonial 
Secretary Churchill. The action served 
to contribute to the enthusiasm of the 
growers and dealers. 

London advices stated that “substantially 
higher prices for the commodity are ex- 
pected befoge the end of the year.” The 
conclusion is that companies having a 
favorable inventory position will be great- 
ly benefited, and suggests the possibility 
of price advances in the not distant future 
for tires. There may develop also some 
stimulation in sales in anticipation of price 
advances later on. 

KELLY-SPRINGFIELD TrRE_ discontinued 
common stock dividends a year ago, but 
the company has steadily been strengthen- 
ing its position. Last year, the company’s 
surplus stood at better than $6,000,000, 
which represents undistributed _ profits. 
Common stock outstanding at the close of 
last year was $9,052,125, the common 
shares having a par value of $100. The 
last dividend rate was $4 a share. 


Butte & Superior Makes Strike 


This combination copper-sinc-silver property has appealed to the imagina- 
tion of a steadfast following for some time past and many have wondered 
why. The news was out this week, with the announcement that a subsidiary 
has made a comparatively rich copper ore strike as a result of development 


work that has been under way for the past month or so. 


The prevailing 


price for the stock at around 34, and the apparent scarcity of the shares in 
the open market, represent a reflection of the confidence of holders in the 
worth of the company’s new find. The strong market for zinc also is a con- 


structive factor. 


ONSISTENT strength of Burtre 
(* & Superior for several weeks has 
resulted in numerous inquiries as 
to the reason. It has been reported that 
the floating supply of the stock has been 
limited also, which perhaps accounts for 
the comparative stability of the price quo- 
tation, 
One explanation for the strength to 
which we have been disposed to give 
‘redence is the fact that the market for 


inc has been materially improved and the 
mpany, being a large producer, naturally 
is been able to dispose of the metal 
hich it has been accumulating on its 
elves, for a substantial profit. Official 
timates of the financial results of opera- 
tions in the past two or three months have 

en encouraging, 

This week, however, the company an- 
‘ounced the opening up of commercial ore 
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in an east drift of the Old Dominion vein. 
The find was the result of development 
work by Superior & Boston, which is a 
subsidiary of Butre & Superior. But the 
new location has greater possibilities than 
are apparent on the surface. It, according 
to the company’s engineers, gives pros- 
pective value to a large territory to the 
East hitherto unexplored above the 1,200- 
foot level. 


At this writing, it is stated that the drift 
has followed the ore 25 feet, and that the 
average assay is 4 per cent copper and 8 
ounces silver. 


In view of the possibilities, which so 
far are of a speculative character, and the 
benefits which the company obtains and 
will obtain as. a result of the improved 
trade position of zinc, the stock appears to 
be in a fairly strong position. 








Mexican Pete’s 
Colorful Career 
Nears End 




















and fast in the affairs of the tem- 

peramental Doheny oil stocks this 
week. After a period of extreme activity 
on the New York Stock Exchange (trans- 
actions in a single week totaled nearly 
1,000,000 shares or 15 per cent) a series 
of announcements was made which will 
probably result in removing the widely 
fluctuating MEXICAN PETROLEUM stock 
from the hands of the public. Meanwhile 
precautionary measures have been taken 
to avoid a “corner” in the stock. 


| Dorey: TS followed thick 


First came the announcement that PAN 
AMERICAN would offer 2% shares of its 
“B” stock in exchange for each share of 
Mexican Perroteum. Also that PAN 
American “A” and “B” stocks would be 
placed on a 16 per cent annual basis or 
$8 a share yearly and that there would be 
a stock dividend of 25 per cent paid in “B” 
stock which would also be put on the 16 
per cent basis. From the foregoing it was 
figured out that the holder of Mexican 
Petroleum instead of receiving $12 a 
share yearly would receive $25 a share 
yearly by making the exchange. This ex- 
change must be made by November 8th. 
Stockholders of record November 17th re- 
ceive the 25 per cent stock dividend and 
the those of record December 3lst re- 
ceive the $2 quarterly dividend. 

Following the above announcement came 
the publication of the earning and financial 
statements for the third quarter of 1922, 
which set a new high mark for both com- 
panies. In nine months Mexican Petro- 
leum reported net earnings of $44 a share 
for the common stock, compared with $26 
in the entire year 1921. Pan American 
reported earnings of $16.50 a share for the 
first nine months as compared with $13 
a share for the entire year 1921. The lat- 
ter figures include Pan AMERICANS un- 
divided interest in the MEXICAN PETRO- 
LEUM profits. Excluding dividends re- 
ceived from MEXICAN PETROLEUM and 
any interest in the undivided profits Pan 
American reported net earnings from its 
own operations more than $2,500,000 in 
excess of dividend payments. 

From a financial standpoint the state- 
ments make no impressive exhibit. Net 
current assets of MEXICAN PETROLEUM 1n- 
creased about $16,000,000 and of PAN 
American $5,000,000 since the first of the 
year. Thus MEXICAN PETROLEUM 1S leav- 
ing the exchenge in a blaze ot glory to be 
completely succeeded by PAN AMERICAN 
“A” and “B” stocks (they are alike except 
that the voting power is in the “AS stock) 
which represent a more diversified interest 


in the oil industry. 
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By THE OBSERVER 


If it is proper for an investment 

Using Their banker to labela questionable secur- 

Own ity with the telltale mark of Caveat 

Shield Emptor, or “Let the Buyer Be- 

ware,” is it not just as proper to 

allow him to use upon his stationery and in his adver- 

tising matter the fact that he is a member of the 
Investment Bankers Association ? 

For some years the association has considered such 
advertising as unethical and would not permit it. In 
taking this position it had been felt for some time that 
it has leaned too much on the side of conservatism, for 
after all this organization of investment bankers stands 
for every high ideal in their profession. 

This being the case, the members should be permitted 
to convey to the public evidence of their association 
with an organization primarily formed by its founders 
for the protection of investors. 

The knowledge among buyers of securities that they 
are dealing with bankers whose standards of honesty 
had to pass through the most rigid test inspires confi- 
dence, and where confidence prevails as the basis of 
business then those relations attain their maximum 
value. 

It is a good sign to see that there is a disposition by 
the association to permit members to advertise their 
affiliations with it in a dignified way. 

If an opinion of a layman familiar with the inclina- 
tion of the average investor to assume everyone honest 
until discovered to be otherwise were of any value to 
the Investment Bankers Association, he would not only 
recommend that a member be permitted to advertise his 
membership on his letterhead and circular matter, but 
in his magazine and newspaper advertising, wherever 
it is possible to reach the investor so that he may know 
where he can deal with safety. 


It is apparent from the heated dis- 
Object cussion that took place among the 
to investment bankers over the pro- 
Ratings priety of independent agencies rat- 
ing their securities that such a serv- 
ice for investors is not favorably regarded. 

But whether they like it or not can have no effect 
upon such services. It will be the investing public itself 
that will be the determining factor as to their use- 
fulness. 

Fortunately, rating agencies are not dependent upon 
the investment bankers for their subsistence. They con- 
stitute but a small proportion of their clients, the great- 
est number of whom are recruited from the banks and 
the rank and file of investors. 

The main objection by the investment banker to 
security ratings by outside agencies is his claim that a 
set rule to determine safety is not infallible and in many 


instances will do a good security an injustice. 

This same objection could be filed against the com- 
mercial rating agencies. They make mistakes. That 
must be conceded. Yet their errors when measured 
by their great usefulness in providing business with a 
carefully thought out service for the prevention of 
credit risks dwindle to infinitesimal proportions. 

Today they could hardly be dispensed with. 

We can readily understand that the investment 
banker does not relish a lower rating for a bond in 
which he is interested than what he has conceived for 
it in his own mind. This is but human nature. Still, 
such a difference in opinion is no argument against 
security rating services. 

If they make mistakes they are readily corrected. 
As a rule, having no purpose to attain other than to 
meet the approval of their clients, their spirit is always 
to be fair, but not at the expense of the investor, only 
upon submission of proof of their errors. 


When the investment bankers as- 


‘ Meddling sumed an _ outstanding position 
Uncle against the persistent encroachment 
Sam upon business by the Government, 


they struck a proper keynote. Their 
attitude will meet with a responsive reflex from the 
public. 

Aside from operating the postal facilities for the 
general public welfare, and the administration of rev- 
enues in the form of collecting and disbursing of 
taxes, the Government has no place in business. 

So far as the business of the country is concerned, 
the duty of the Government should end with such legis- 
lative supervision as assures the public it will be con- 
ducted within those legal bounds devised for the pro- 
tection of society—and not proceed one step further. 

As we look back to those days when presidential 
nominees were telling the people at their political hust- 
ings how they were going to track monopolies and 
trusts to their lairs we must confess a great change 
has come over the general run of our statesmen. 

Shall we call them statesmen or politicians? Thomas 
Brackett Reed described a statesman as a dead politi- 
cian. But in his day most politicians displayed more 
common sense in relation to the business affairs of the 
nation than is now the case, and many of the present- 
day politicians will not rise to the mantle of a states- 
man when they have passed out of this world’s picture. 

The ruling thought in the council chambers of our 
Government does not now run along helping private 
business. It seems to concern itself more in entering 
into competition with it, and wherever this occurs it 
results in great financial loss, which is always at the 
expense of the taxpayer. 

A shining example of this is our crippled merchant 
















marine. Another instance is the expenditure of public 
funds for imposing homes for our Federal Reserve 
Banks, and again the loss sustained in the sales of 
materials remaining over from the war. 

Contemplating this evidence of Government ineffi- 
ciency it is time, as the bankers declare, that Uncle 
Sam keep his hands off.of business. 


An aphorism of the “Little Cor- 
poral” was that “the Lord is on the 
side of the battalion with the heavi- 
est artillery.” Idealists would con- 
sider his view of life as typically 
Much more material was Frederick the 
Great’s answer to his worried generals who feared he 
would lose a pending battle because God was on the 
other side, and to appease His wrath pleaded with him 
to pray to the Lord. 
Frederick consented. 


On What 
Side 


material. 


But his prayer was not to the 
Lord for mercy. He just asked him to keep His hands 
off and he would take care of the rest. Frederick won, 
probably because the Lord relished the humor of the 
unbelieving Prussian that the material things in life 
are not consummated by miracles. 

In battles for the control of corporations, one side 
or the other at times commands as its ally the cause of 
righteousness. But in the heat of the fray each accuses 
the other of conspiracies aimed at the betrayal of the 
security holders. 

sut when the smoke of battle clears away, very often 
it is discovered that the victory has fallen to the side 
which could marshal to its banners the heaviest artillery 
of capital. Then the vanquished tell their friends that 
no one wants to be saved, though they have not sub- 
mitted any proof of their own ability as life savers. 

Yet the psychology of this attitude of mind is not 
difficult to understand. It all hinges around the money 
involved, and where this is the case the prevailing senti- 
ment that rules is not so much the cause of righteous- 
ness as in whose hands it is the safest. 


A worth-while enterprise is worth 


Publicity while giving the fullest publicity. 
Director Acquaint the people with it, other- 
Suggested wise so far as they are concerned 


they will no more know of it than 
they would of a light hidden under an iron vault. 

As the Investment Bankers Association is engaged 
upon a serviceable public work, it deserves to have it 
exploited, and that can be done without umbrage to 
the high ethical standards by which its business is 
governed. 

As this is an age of publicity, the suggestion of the 
chairman on publicity to the association to hire at a 
good salary a good publicity man is an excellent one. 
Unfortunately, it was not favorably acted upon at the 
last annual convention of the association. 

Still, there is no occasion for the advocates of such 
in innovation to despair. While they could not swing 
the majority of the members to their point of view, 
they had the satisfaction of knowing that they were 
beaten only by a small margin. 





By next year sentiment in the association may have 
so changed that the more enterprising members will 
succeed in securing the appointment of a public-opinion 
moulder. 

Considering that billions of dollars annually pass 
between the investing public and investment bankers 
in exchange for their securities, an annual investment 
of $10,000 for the services of a competent director of 
publicity is the cheapest investment these bankers could 
make for their own business. 

Pro rated among them, it would represent only the 
expenditure of a few hundred dollars annually. How 
else could they spend money so economically and to 
such great advantage to themselves ? 

Whoever is selected for such.a position, however, 
will have to be a trained newspaper man who can dis- 
tinguish real news from concealed advertising, other- 
wise his material will find proper lodgment in the waste 
basket. ; 


If an apple is cut into four quarters 


Stock does this dissection increase its pro- 
Dividend portions? Is it not the same pippin 
Chimera it was originally? Even a school- 


boy in the elemental grades would 
answer his teacher, yes. 

But not so Wall Street, where it is supposed such 
a simple fact would be understood. It has worked 
itself into a state of excitement over stock dividends, 
as if such distributions increased the wealth 6f the 
shareholders. 

Most of these stock dividends have been declared 
for the purpose of capitalizing accumulated surpluses. 
However, this action does not even remotely change 
the status of the stockholder for such equities as a 
surplus represents belongs as much to one share of 
stock as it does to four parts of it, should it be thus 
divided. 

This is exactly what results through the declaration 
of stock dividends. 

If this illustration is not clear enough let us apply 
another. Let us assume, as an example, that a com- 
pany has a surplus of $1,000,000 and its capital con- 
sists of 1,000,000 shares of stock without par value. 
Would not each share be entitled to $1 of this surplus 
as an equity? 

Proceed one step further and increase the capital to 
4,000,000 shares of no par value, the surplus being the 
same, then each share of the four the stockholder 
would own in place of the one share formerly held 
would have an equity of 25 cents. Add the four 
together and the stockholder finds he still has a dollar 
and is no better off. 

Sometimes he is worse off—for dividends are harder 
to earn on four shares than on one share—for if 
in this same illustration the company could pay $50,000 
in dividends on 1,000,000 shares it would have to pay 
$200,000 to pay the same rate on 4,000,000 shares. 

Yet the kettle-drummers of the Street affect to 
believe they can weave additional values out of such 
chimerical substance. 
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services will really be rendered, I have 
an abiding confidence. 


Improved Conditions 


As to how best to meet opportunity 
and responsibility in our individual ac- 
tivities, we have learned much from each 
other. The free and continuous inter- 
change of ideas, experience and general 
information tends to _ standardize 
methods and sound practice, to estab- 
lish fundamental principles and set up 
ideals of moral responsibility and con- 
duct for our guidance. Our association 
and its meetings have not only afforded 
excellent means for the realization of 
such benefits, but through the co-opera- 
tive effort which the association has pro- 
moted among us, and the effective labors 
of our committees, we have greatly im- 
proved the concrete external conditions 
affecting the prosecution of our busi- 
ness. This has been especially true with 
regard to certain legislation, threatening 
alike to our private interests 
public welfare. It is 


and the 
not difficult to 
visualize the necessity in the future for 
practical and constructive work in vari- 
ous directions, which can only be carried 
on successfully through such an organ- 
ization as ours. 

Our committees have heretofore done 
valuable work in helping to devise effect- 
ive laws and means for the suppression 
of the fraudulent sale of worthless se- 
curities. This work should be actively 
and earnestly continued in co-operation 
with public officials. The New York 
District Attorney has been quoted as 








Price Chart 


In connection with our 
offering of new _ issue 
of City of Philadelphia 
4% bonds we have pre- 
pared a chart showing 
the prices of Philadel- 
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saying that the American people have 
lost more than $750,000,000 in stock 
swindles since the war. I believe this 
is a conservative estimate. It is obvious 
that losses such as these in any consid- 
erable volume must seriously shock pub- 
lic confidence in investment securities 
and the agencies through which they 
are distributed. They tend also to dis- 
courage habits of frugality and thrift. 
The injurious effects upon the public 
welfare and the business in which we 
are engaged can hardly be over-esti- 
mated. To be effective in our efforts 
to stamp out fraudulent practices in the 
sale of securities by irresponsible dealers 
we must be consistently solicitous of the 
conduct of our own members. We 
should insist, among other things, upon 
patriotic obedience to state and national 
laws; upon strict 
ourselves of 


observance among 
mutual contracts and 
obligations; upon scrupulous care that 
representations made in the sale of se- 
curities be not only technically correct, 
so as to be legally defensible, but also 
sufficiently comprehensive to be fair and 
honest; upon careful avoidance of the 
vse of incorrect descriptions of secur- 
ities, such as misleading bond titles; and 
unon frank recognition that the interest 
of the whole nation is paramount to 
that of any group and that the general 
welfare is the only permanent basis for 
our own prosperity. 


our 


To aid the investing public, particu- 
larly the small investor, with some basis 
of discrimination in the selection of 
dealers, it has been proposed and urged 
that the Investment Bankers Associa- 
tion permit, or perhaps even require, its 
members to mention their membership 
in advertising. 


Change of Public Opinion 


Until comparatively recently the con- 
ventional attitude of leaders of industry 
and finance towards the public was that 
of reserve, if not silence. The invest- 
ment banker was no exception. Such 
reserve naturally resulted in an uwunin- 
formed or misinformed public opinion. 
It was a mistaken attitude and was one 
of the principal causes of many of the 
ills from which business has suffered. 
The Investment Bankers Association 
has done much to change that situation. 
The discussions of financial problems 
and methods at conventions and in com- 
mittee have been published, 
have been widely quoted in the press 
and have become text-books in univer- 
sities and financial schools. They have 
value. The 
door has been opened for real construc- 
tive work in the further development of 
an informed and intelligent public opin- 
ion on financial 


reports 


been of real educational 


matters and a better 


and more widespread understanding of 
the necessity and value of the services 
rendered by investment bankers. Such 
work will help to make fraudulent 
financing difficult and to promote pub- 
lic interest and confidence in sound 
securities. I believe we should avail 
ourselves of this opportunity for sery- 
ice and endeavor to establish broader 
and more intimate contacts with the 
public through conservative carefully 
planned methods of publicity. 


Work of Committees 


As you know, the work of our organ- 
ization is carried on chiefly through 
committees. Our effectiveness depends 
upon the readiness of our membership 
to devote time and serious attention 
to committee work. The committee 
assignments will be distributed with a 
view to making the task of each ap- 
pointee as light as consistent. The work 
which the committees have undertaken 
in the past and are likely to undertake 
in the coming year is worthy of the 
best thought and ability of our mem- 
bers. Its performance in a proper man- 
ner will have intimate bearing upon the 
business welfare of our individual mem- 
bers. The best results can be secured 
only if partners and executives, with 
their skill, experience and sense of re- 
sponsibility, will participate. Greater 
use should also be made by the gen- 
eral committees of group organizations 
and committees. It will lighten and 
facilitate the work of the general com- 
mittees. As an illustration, let us take 
the Committee on Legislation. There is 
a local committee on legislation in eacl 
of the sixteen groups. During the ap- 
proaching winter the legislatures of a 
great many of the states will be in ses- 
sion. The general committee will be 
able to supervise closely and keep in 
touch with all proposed legislation of 
interest to investment bankers in each 
group territory through the group com- 
mittee, but will be relieved of most of 
the detail work by the latter. So the 
work of the general committees should 
not be burdensome. Let me urge every 
partner and every executive of the mem- 
bership to respond cheerfully to calls 
for committee work whenever: at all 
possible and thus each contribute his 
share to the promotion of our common 
welfare. Constructive suggestions to 
the officers and committees will also be 
helpful and welcome. 


Conclusion 


I will not attempt to outline a con 


prehensive program for the coming 


-vear or to keep you longer by forecast 


ing or discussing impending financia! 
problems. But I know that I can say 
that we all shall give to the affairs of 
the association and to all general pro) 
lems our best thought; and shall make 
every effort to promote in every possible 
legitimate way the interests of invest- 
ment banking and to make the coming 
year a banner year for the association 
and all its members. 
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pinion on the matter of the tariff, 
forts of Congress have apparently 
with little approval from men of 
business judgment and unpreju- 
view. Activities in this direction 
certainly point strongly to the advisability 
permanent tariff commission despite 
the many valid objections which may be 
raised against that method of handling 
he situation, 

Farms, factories and commerce have ac- 
epted with reasonably good grace the 
post-war readjustments which were nec- 
sary but much of organized labor con- 
tinues to refuse to accept its share of the 
readjustment burden. Without in the 
slightest trying to disparage the benefits 
nd advantages of organized labor prop- 
erly regulated, it is certain that such strife 
as we have seen between our large and 
important business interests and Unionized 
Labor in recent months cannot be allowed 
to continue in the interests of the people, 
as a whole, and some means must be 
found to properly protect the interests of 
the laboring man which will also protect 
our general interests. Our representatives 
in the Federal and State Legislatures do 
not hesitate to rush forward with meas- 
ures designed to control business but they 
seem to be very reluctant to insist that 
Labor shall be properly organized and 
held to account for its actions. Among 
the suggestions which have been made 
from time to time none has appealed to me 





as more practicable than the requirement 
of Federal incorporation so that unions 
and their duly qualified officers may be 
held legally accountable for their actions. 


One of the most encouraging develop- 
ments of recent times has been the will- 
ingness of business men to give an in- 
creasing amount of time and attention to 
matters of public interest. Great good 
has been accomplished through trade or- 
ganizations co-operating with each other 
in matters of mutual interest. I am glad 
to say that our own business has been 
among the foremost in this respect. The 
evil of fraud and misrepresentation in 
financial matters is one which has been 
very marked in recent years, the activi- 
ties of the “crook” having been stimu- 
lated by the opportunities offered through 
the distribution to many millions of our 
population of Liberty Bonds. The Board 
of Governors and your various commit- 
tees as well as the Group organizations 
have continued in touch with the author- 
ities at Washington, and in the various 
states, in an endeavor to stamp out the 
evil and to so improve the laws as to 
make the officials’ efforts more effective. 
While the amount of time and funds 
which the’ Association has spent in this 
work may seem disproportionate with 
other activities, it is of such paramount 
and lasting importance that your Board 
has felt justified in the course pursued. 


Junior Utility Securities 


By HENRY R. HAYES 
Of Stone-Webster, New York 


S is appreciated, for the last ten 
or twelve years so much of the 
financing of public utilities has 
en done through the medium of senior 
‘urities, that it certainly seems wise 
t, so far as practicable, the base of the 
financial structure of the utilties should 
broadened through the issue of junior 
rities. Much progress in the last year 
heen made by the selling of junior 
irities direct by companies to con> 
rs. It seems that good work should 
ncouraged by the Investment Bankers. 
; going to bring in a lot of new in- 
rs into the field, and in this State, 
icularly, a vast amount of preferred 
common stocks, dividend-paying se- 
ties have been sold direct. 
he California Commission, a good 
years ago as I recall it, enunciated 
principle that the commission intended 
see that rates were charged so as to 
‘mit money to flow into the business. 
w, the enunciation of that principle 
the effective carrying out of it has 
en very helpful. We have all witnessed 
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a great appreciation in the value of the 
utility securities here in this State, and, 
to my mind, it has been one of the shining 
lights in the utility regulation. I do not 
see how we can attempt to encourage in- 
vestors into buying junior securities un- 
less we can clearly demonstrate a reason- 
able assurance of principal and a con- 
tinuity of dividends. And how can that 
be created unless we are going to feel that 
the commissions will stand behind these 
companies that serve the public interest, 
and allow, in good years, the companies 
to accumulate reserves, so that, in lean 
vears, they can draw on those surplus re- 
serves to maintain a steady dividend? It 
really seemg to me to be just a discussion 
of the obvious when we look at it from 
that point of view, we who as sellers of 
securities know the struggles and the ups 
and downs that the utility business has 
had for the last fifteen years and have 
seen dividends passed. I do not see how 
we can attempt to recreate confidence in 
the junior securities until we get that 
kind of protection for the investor. 
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Reorganization 


We still have available for 
distribution a few copies of 
our Synopsis and Explana- 
tion of the Interborough 
Rapid Transit Company- 
Manhattan Railway Com- 
pany proposed Plan of Re- 
adjustment. 


Sent gratis on request 
for Circular F-678 
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‘*‘Dependable 
Investment’’ 


An authoritative discussion 
in brief, easily read form, of 
the considerations to be ob- 
served in selecting securities. 


Advice to investors whose 
knowledge of finance is 
limited by their own experi- 
ences is embodied in this 16- 
page booklet. 
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Good Bonds 


STRAUS BONDS are good 
bonds. They afford you safety, 
freedom from care, and the at- 
tractive net yield of 614% over 
a period of two to eighteen years, 
as you may select. 


Write today for literature describ- 
ing these sound first mortgage 
bonds, and ask for 


BOOKLET J-1213 


S.W. STRAUS & CO. 


Established 1882 Incorporated 
Offices in 20 Principal Cities 
STRAUS BUILDING NEW YORK 
565 Fifth Avenue, at 46th St. 
Telephone—Vanderbilt 8500 
40 Years Without Loss to Any Investor 


Copyright 1922, 8S. W. S. & Co. 
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Valuation and Railroad Credit 


By PIERPONT V. DAVIS 


Vice-President National City Company 


6 LTHOUGH a railroad is a pri- 
vate property it is nevertheless 


a public utility and subject to 
governmental regulation of rates. This 
power of the Government to regulate rates 
is a power to affect earnings, which in 
turn affect the market prices of the securi- 
ties of the railroad—the barometer of the 
railroad’s credit. 


The return the carrier 
is entitled 


to on the fair value of the 
property is as much under the protection 
of the Constitution as the amount that it 
should receive if it were required to dis- 
pose of its property to the State for 
public purposes, and such fair value is the 
value that would be determined by 
ordinary and usual rules. 


the 


Diminishing Credit 

“It was apparent long before this coun- 
try became involved in the European war 
that the diminishing credit of the carriers 
would not enable them to extend trans- 
portation facilities to keep pace with our 
development, industrially and otherwise, 
as in general they were unable to raise 
new capital for the purpose of expansion 
except at prohibitive rates. One of the 
main things that it was hoped would fol- 
low the the Transportation 
Act, 1920, was the restoration of railroad 
credit, and that been partly 
As an aid in the restoration of 
credit the act provides for consolidations 
of railroads and values found by the com- 
mission 


passage of 
hope has 
realized. 


were to govern. 
“As to the claim from some quarters 
of overcapitalization, it may well be that 
in some instances where overcapitalization 
may have occurred, it is the direct result 
of the policy of not granting sufficient 
rates to enable the carrier to pay out of 


earnings for expenditures properly charge- 


576 





able to earnings, so that at times the car- 
rier has forced to meet these ex- 
penditures through the use of capital obli- 
gations. 


been 


Had there been always a true 
uniform method of 
reasonable earnings, a balanced capitaliza- 
tion, the difficulties of 
have been much less. 


and accounting, 
valuation would 
It is a difficult mat- 
reasonable 


ter to between 


distinguish 


Pierpont V. Davis 


rates, rates that are less than reasonable, 
and rates that are more than reasonable. 
All these things have had their effect on 
the credit of the carriers. 

“Although not the sole measure of value 
of the property of the carrier, the final 
value as established by the commission 
will, in our opinion, be treated as of great 





authority in any proceedings wherein the 
question of the value of the property is 
raised. Under Section 15A of the Inter- 
state Commerce Act as amended by the 
Transportation Act of 1920, the Commis- 
sion is required to prescribe just and 
reasonable rates under which the carriers 
may earn an aggregate net railway oper- 
ating income equal, as nearly as possible, 
to a fair return on the aggregate value of 
the railway property used in the service 
of transportation. The final value, the 
committee points out, will be used by the 
Commission as a basis for the rates it is 
thus directed to prescribe. As a result of 
the rates based on such values, the amount 
of earnings that may exceed the percent- 
age of fair return fixed by the Commis- 
sion will be determined for the purpose of 
recapturing the excess. Federal valuation 
will also be used as the basis for such 
consolidations of railroad properties as 
may be approved by the Commission. It 
will also form the basis for the rentals 
of property by one carrier to another and 
the basis of payment for joint use of 
facilities. Moreover, with the commis- 
sion’s approval, reserve and depreciation 
funds are authorized by the Transporta- 
tion Act to be set up and additions that 
may be made in any year will depend 
upon these final values, as the commission 
is authorized to fix the percentages of de- 
preciation of value that the carrier shall 
use. The committee holds it appears to be 
the fair implication of the Transportation 
Act that the commission will give much con- 
sideration to the values of the properties 
as thus fixed in determining the adequacy 
of the security for loans to the carriers au- 
thorized by that act. Federal valuation will 
also be important, in the judgment of the 
investment bankers’ committee, in that it 
will be largely used in connection with the 
appraisals of the properties for purposes 
of taxation, thus making for greater uni- 
formity of taxation in the several States 
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are hereby requested to refrain from any 


campaigns conducted either by public 
appeal, circulars, advertisements, or the 
concerted the part of sales- 
men, which have for their purpose the 
inducing of owners of United States Gov- 


ernment securities to exchange same for 


action on 


other forms of investment, and 
“BE IT That all 
members of this Association are urged to 


FURTHER RESOLVED: 


use all possible influence in causing others 
to refrain from using similar campaigns 
and that a copy of this resolution be 
forwarded by the Chairman of the Gov- 
ernment Bond Committee to the Secretary 
of the Treasury, Members of the Federal 
Reserve Board at Washington, Governors 
of each of the Federal Reserve Banks 
and the Chairman of each of the Local 
Groups of the Investment Bankers Associ- 
ation.” 
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Reform Municipal Offerings 


Municipal Securities Committee, Through 
Its Chairman, Makes Specific Suggestions 


By L. E. WAKEFIELD 
Wells-Dickey Co., Minneapolis 


HE very important question of the 
T creation and maintenance of proper 
sinking funds by municipalities has 

| considerable attention. There appears 
be a growing sentiment that serial bond 
ssues are a more economical method of 
financing than long time issues with sink- 
ing funds, as evidenced by the present 
New Jersey law requiring serial payment 
in all new issues. Many State constitu- 
tions and laws require the creation of a 
sinking fund sufficient to pay bonds at 
maturity, while in other places the mu- 
nicipalities have undertaken similar obli- 
Municipal officials as a general 
rule take this responsibility seriously, but 
there have been enough scattered excep- 
tions so as to warrant emphasis on this 
point. A number of instances have been 
brought to our attention where the mu- 
nicipality has not felt it necessary to levy 
and collect taxes sufficient to cover such 
sinking funds in accordance with the con- 
tract under which the bonds were issued, 
and in certain cases sinking funds have 
been totally ignored from the beginning, 
, that when bonds mature the only re- 
course is the levying of a prohibitive tax 
a single year or a refunding operation 


gati ns. 


which passes the debt on to another gen- 


— aaa 


eration, 


Clarity in Financial Statements 


There is need for the formulation of a 


set of principles which members’ could 
use in preparing financial statements of 
the 
While 


financial statements of corporations have 


municipalities to be presented to 


iblic through selling literature. 


ttained an accepted standard which is 
now universally followed, financial state- 
ments of municipalities are now presented 
the public in widely varying forms, 
th the result that some do show ac- 
irately the true financial condition of the 
nicipalities, while others are very mis- 
ding. Your committee has not arrived 
any conclusive recommendations, ex- 
the fundamental one that the facts 
ild be stated in such a way that the 
technical reader can understand them, 
| that no important facts be omitted 
h are essential to a broad understand- 
of the financial status of the munici- 
ty. We regard the question of whether 
general taxing power of the munici- 
ty is available for ultimate payment, 
vhether payment is limited to certain 
ts or to certain funds or revenues, as 
‘actor of prime importance. 
he very unusual conditions prevailing 
iting to municipal finance would seem 
call for a clear and new line of think- 
‘on the part of all municipal dealers if 
‘ would avoid difficulty for themselves 


| clients in the future. 
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Regulating Security Issues 

How far can a municipality safely go 
in the creation of public debt, and at what 
point in the process should legislative or 
other restrictions apply to prevent an 
overburdening of the population and to 
safeguard the interests of investors? Here 
is a great problem which never has re- 
ceived scientific analysis. Ours is a coun- 
try of apparently limitless natural re- 
sources, and lavish municipal expenditure 
has been a direct outgrowth of this con- 
dition. However, as these resources are 
consumed and the creation of wealth 
comes to be more and more a matter of 
productive work, how much debt per unit 
of population can a municipality safely 
assume ? 

If the interests of municipal bond in- 
vestors are to be properly safeguarded, 
there must be a scientific study of this 
problem to determine what legislative re- 
strictions should be made to apply in order 
to protect municipalities against them- 
selves without making the restrictions so 
stringent as to hamper the reasonable de- 
velopment of public facilities. Take the 
matter of road construction as a single 
illustration. The tremendous increase in 
motor cars during the past decade de- 
mands a wholesale improvement in our 
highways, and public expenditure up to a 
certain point will be a distinct economy in 
conserving the investment in motor 
vehicles. The solution of this problem 
so far as the physical nature of the high- 
ways is concerned, lies with the highway 
engineer. He should be 
with reasonable 


able to deter- 


mine accuracy what ex- 
penditure per vehicle per mile of high- 
way is justified as an economical measure. 
He should also be able to determine what 
expenditures are justified in the reduction 
of grades and in the development of hard 
surfaces. 


SS 


An Investment Maxim 
H. M. Byllesby in their house organ 
publish a very interesting and illuminat- 
ing maxim entitled, “7% 
than 70% 
the 
their maxim. 
“After the 
race the Hare, division of gate receipts 


better 
fable of 
illustrate 


Sure is 
using the 
Hare to 


Perhaps,” 


Tortoise and the 


Tortoise was matched to 
arranged, contract signed, etc., the public 
figured that the Rabbit was at least a 
10,000 to 1 shot to But, you re- 
member, the Hare felt so certain of his 


great speed that he decided to take a nap 


win. 


while the Tortoise lumbered slowly to- | 


ward the tape. 

“And you recall, the Tortoise won the 
race because he kept steadily on the job. 
The lesson of the Fable applies to the 
kind of an investment you select for your 
fund and savings.” 
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Periodical 
Review of 
Securities 


Every investor’s secu- 
rities should be re- 
viewed periodically by 
someone in close 
touch with investment 
conditions. 


Our experience of half a cen- 
tury is at your disposal and if 
you will submit a list of your 
security holdings, we will ad- 
vise you of any exchanges we 
consider timely and to your 
advantage. 


Spencer Trask & Co. 


25 Broad Street, New York 


Albany Boston Chicago 


Members New York and Chicago Stock 
Exchanges 
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SECURITIES 


40 Wall Street, New York 
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Loan Commissioner, writes, under date of 
August 1, 1922, that up to that date Fed- 
eral Land Bank Bonds in the amount of 
$586,096,775 had been issued and sold and 
that $163,889,100 of Joint Stock Land 
Bank Bonds had also been sold, making a 
total of $750,585,875 of 
of paper—all sold in 


the two classes 
aid of the farmer. 
To what extent the proceeds of these loans 
were used to pay debts due to country 
banks and by them used in reduction of 
rediscounts and bills payable, it is impos- 
sible to ascertain. In answer to an in- 
quiry on that point, the Farm Loan Com- 
missioner states: 

“In May of the present year, we de- 
cided to test out applications for a given 
period and made note of each applica- 
tion from May 5th to the 22nd, in- 
clusive. This was the ordinary, reg- 
ular run of applications as they were 
submitted to us as basis for bond issue. 
During that period there passed through 
our Statistical Division 2,558 loans. In 
1,170 of these loans aggregating $4,314,- 
250, $3,082,106 went local 
banks.” 

From the foregoing, it may be fairly in- 
ferred that a substantial percentage of 
the proceeds of Land Bank and Joint 
Stock Land Bank Bonds were used to re- 
imburse country banks. 


direct to 


Rural Money Conditions 

As previously stated, money is still 
scarce and high in some rural communi- 
ties and much could be said concerning 
present prices for farm products, high 
freight rates, lack of transportation and 
other material handicaps under which the 
farmer is laboring, but, by and large, the 
crops this year have been bountiful. In 
sections, country banks have en- 
paid off their rediscounts, and in 
material in that 
direction has been made. 


some 
tirely 
most sections progress 

Much has been said concerning past in- 
flation in farm land values. A research 
recently conducted in Iowa indicates the 
amount of speculation and inflation in land 
values in that State in 1919 and 1921 has 
been that there has been 
some general sag in land values through- 
out the State, but that during the period 
of so-called speculation less than 6 per 
cent of the farms changed hands in any 


overestimated, 


one year and that the vast majority of the 
farms did not change hands at all. The 
conclusion is that good, improved land in 
Iowa, operated by its owners, is as safe 
to loan money on today, if not safer, than 
In other, newer 
states, where inflation was greater and 
subsequent deflation drastic, the 
same conclusion is relatively true. 
(b) Loans on City Property. 

These naturally group themselves into 
loans on buildings for dwelling purposes 


it was five years ago. 


more 


and loans on business property. Loans o; 
small dwellings have been eliminated from 
consideration, because in the nature of 
things they have:+been taken care of 

private money loaners, building and loan 
associations and other local institutions. 
Loans based on apartment houses and 
hotels, because of their size, have engaged 
the active attention of many of the mem- 
bers of the I. B. A. These loans have 
been incurred for the erection of build- 
ings stimulated by the housing shortage 
and the natural increase in population, and 
are important for us to consider. Loans 
based on construction of new office build- 
ings are also important to the members, 
but, owing to the industrial depression, 
high money rates and labor disturbances, 
were not an importaint factor, by and 
large, in the earlier months of this year. 
Conditions have changed, and such loans 
are again important to consider. Not 
many loans are being made to finance the 
erection of new factory buildings, ware- 
houses, etc., as the period of war expansion 
provided most of our industrial com- 
with excess plant capacity, and 
such loans as are being made on factory 
properties today are, for the most part, 
incurred to fund over a period of years, 


panies 


, debts arising out of readjustment of in- 


ventory values and operating losses for 
1921. These are fundamentally more in 
the nature of industrial bond issues than 
real estate mortgage propositions, and 
represent a type of financing with which 
the members of this association are more 
or less familiar. 


Difference of Opinion 

It is in connection with loans on apart- 
ment houses, hotels and office buildings 
that there seems to be the widest difference 
of opinion and practice between the mem- 
bers of this association in 
methods of arriving at sound values, per- 
centage of loan to valuation, style and 
term of loan, rates of interest, supervisio! 
during construction, representations 1 
descriptive circular, commissions charged 


regard to 


legal safeguards and selling methods and 
costs. Economists point out that building 
costs are still at above 200 per cent 

10-year average figures, and the tendency) 
for the moment, at least, seems to be up 
Rentals, 
especially in new apartment houses and 
new office buildings, run from double t 
average figures for the past 

years; yet information comes from two 
important Middle Western cities that ther: 
more apartments available 


ward, rather than downward. 
treble 


are already 


than needed and that rents on older build 
ings have begun to decline. 

In view of these circumstances, it be- 
hooves each member house dealing in this 
class of paper to apply the closest of scru- 
tiny to matters of valuation and rental in- 
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come, as well as to make provision for 
early serial retirement of the debt. Other- 
wise, it is inevitable that, with the read- 
justments which are bound to come in 
values and property income, the bond- 
ler will be forced to take a wholly un- 
warranted loss, simply because his invest- 
t banker was not a student of eco- 

ics and was driven by his sales de- 
riment into making excessive loans, 
lless of the laws of action and re- 
ction and of the cycle movement of 

Two Classes of Houses 

Generally speaking, there are two classes 

f houses in the investment banking busi- 
Those which are organized and 
uctuated from the selling end, and those 
ch are organized and actuated from 
buying end. The pitfalls before both 
classes are numerous enough. Those be- 
re the former class (not to mention 
their trusting clients) are indeed wide 
| very deep. 

Second, let us consider the legal phases: 
(a) Rent Laws. 

In the report of your committee a year 
ago, the then recently enacted rent laws 
were analyzed and fully discussed. So 
far as can be ascertained, there is no 
change in the situation with respect to 
these laws, excepting that some of them 
have expired by limitation and in prac- 
tically all cases the natural law of sup- 
ply and demand has operated to render 
them obsolete. These laws did discourage 
building during the war emergency and 
have contributed thereby to the subsequent 
shortage of quarters for residence pur- 
poses. 

(b) Dennison Bill. 

The various features of this bill, which 
is before the present Congress, that have 
any bearing upon real estate securities 
will, we are informed, be fully covered in 
the report of another committee. 

(c) Zoning Ordinances. 

If one will study historical maps of the 
larger European cities, Paris, for in- 
stance, made at intervals over the past 
500 years, and even those of the larger, 
older American cities, he will observe 
many fundamental changes in the map so 
far as relates to major streets and topog- 
raphy—all of which have been the result 
of economic pressure brought from some- 
where. 

The desirability, for both practical and 

thetic reasons (although there may be 
irguments to the contrary), of limiting 
the height of buildings, segregating busi- 

; property from residential districts 

creating recreational centers, has 

rought about the establishment of zon- 

ordinances in many of the principal 

e cities of the United States and their 

bsequently being upheld by the Supreme 
urt of the United States. 

xcept in those cities where this has 

n the order of the day for some time, 
present effect of these ordinances has 
n to unsettle, rather than to settle, real 

tate values. They have operated to 
ke many pieces of property impossible 
the use for which the owners had in- 
led them, 
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Why Water Power Attracts 


Far-Seeing Investors 








HAvE you ever stopped to consider the vast sum 
of money invested in water power? 

Nearly forty per cent. of the power for the country’s 
ublic utilities now comes from hydro-electric plants, 
and you will find many reasons why far-seeing inves- 
tors have been so strongly attracted by the securities 
of these properties. 

Water power plants are practically free from labor 
troubles and they cannot suffer from fuel famine or in- 
ability to get raw materials. Sources are self-replenishing 
and inexhaustible and maintenance is lower than for 
any other kind of plant. All things combine to make 
a well-planned and carefully managed water power 
development, perhaps the most stable type of invest- 
ment property. 

Stone & Webster are pioneers in water power. We 
offer you investments in our various properties backed 
by the experience of long leadership. For thirty years 
we have been financing, constructing and managing 
important properties. 

We are glad to send specific offerings of our water 
power securities on request. 
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INVESTMENT BANKERS 





Correspondence and Interviews Invited 








208 South La Salle St. 


Chicago 
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Future of Merchant Marine 


By E. G. TILLOTSON 


Tillotson & 


F our country is to have a merchant 
if marine for overseas trade either there 

must be a modification of laws so 
that operating cost can be reduced, or 
there must be some way devised that 
earnings may be increased. Without one 
or the other our ships will again dis- 
appear as they did in the middle of the 
last century. 

This country has just cause for pride in 
its low cost of transportation and it seems 
to be the opinion of all that these costs 
must be kept to a minimum. Competi- 
tion generally fixes the level of freight 
rates although there are at times other 
determining factors. Advocates of a 
subsidy believe if this country has a large 
merchant marine, freight rates will be 
reasonably low, and that because American 
products will be almost exclusively trans- 
ported in American ships the results will 
be reflected in greater prosperity for all 
kinds of business. They point out that 
before the war Americans disbursed hun- 
dreds of millions of dollars in freight 
charges to foreigners, and they say that 
had these vast sums been kept here the 
advantages derived therefrom would have 
been apparent to everyone. They point 
out that when this country went into the 
Great War it was without ships suitable 


580 


Wolcott 


Co., Cleveland 


for the movement of troops and supplies 
and that without the English merchant 
marine our aid for a considerable time 
would have been negligible. They present 
figures and arguments strong enough to 
demand deliberate consideration of the 
subject. Opponents of the plan believe 
that government aid is a tax; that such a 
tax will add a further burden on the vast 
inter-state business which has no direct 
connection with foreign trade, and that 
if such legislation is adopted, compara- 
tively few industries will be benefited. 
Some opponents of the plan believe that 
any form of subsidy is economically un- 
sound. They argue that the world now 
owes us a vast sum which cannot be col- 
lected in money but can only be realized 
upon by the exchange of goods and serv- 
ices. They say that if we bar by means of 
a high tariff the importation of goods and 
then seek by subsidy to monopolize trans- 
portation there will be no possible way 
left for our foreign debtors to begin the 
liquidation of their debts. These op- 
ponents of the subsidy plan believe in a 
full exchange of commodities without any 
restriction except such as are created by 
natural laws. They argue that the return 
of economic stability in Europe will be 
deterred by the proposed legislation and 


that the results to American business by 
such delay will be far more injurious than 
the results of European competition. They, 
too, present arguments which make one 
hesitate in making a decision. 


My committee finds that the great ma- 
jority of ship owners, managers and 
builders are in favor of some form of 
governmental assistance, but there is some 
opposition in their ranks and considerable 
hostility to the proposed Subsidy Bill from 
other business and agricultural interests. 
Proponents of the plan believe that it 
would be unwise to try and revise the 
present laws governing shipping and that 
any attempt to try to do so would fail. 
If this is true then government aid is ab- 
solutely necessary, but the members of the 
committee believe that an effort should be 
made to make our operating rules more 
nearly on a basis with competitors. There 
seems to be a unanimous feeling in all 
classes of business that the Government 
should promptly retire from the shipping 
business, and that the Shipping Board and 
fleet corporations should be promptly dis 
solved. 

Our Marine Securities Committee be- 
lieves that the question of subsidy is one 
of great importance and that no Congres- 
sional action should be taken without full 
consideration by competent, disinterested 
authorities. The committee feels that the 


American business interests as a whole 
have not taken time to seriously consider 
the measure now pending in Congress. 
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Reorganization of 


The Denver & Rio Grande Railroad Co. 


To the Holders of: 


(1) FIRST & REFUNDING MORTGAGE 5% GOLD BONDS; 

(2) CERTIFICATES OF DEPOSIT therefor issued by Bankers Trust Co.; 
(3) CERTIFICATES OF DEPOSIT therefor issued by Farmers’ Loan & Trust Co.; 
(4) 7% CUMULATIVE ADJUSTMENT MORTGAGE GOLD BONDS; 
(5) CERTIFICATES OF DEPOSIT therefor issued by Fa-mers’ Loan & Trust Co.; and 
(6) CERTIFICATES OF DEPOSIT OR RECEIPTS therefor of The Equitable Trust Co. 


\n exigency has arisen affecting the security of your investment and requiring prompt and aggressive action for its pro- 
ion. This has prompted the undersigned Committee to urge you to deposit with it such of your Refunding Bonds as have not 
t been deposited with any of the Committees and to withdraw from the Hammond Committee (which is charged to be acting 
under the domination of the Western Pacific Corporation) and from the Perkins Committee (which is charged with being 


\f 


lissourt Pacific Committee) as well as from The Equitable Trust Co., which is admittedly acting in the interest of the Western 


Pacific Corporation, by depositing with the undersigned Committee all Certificates of Deposit in respect of such Bonds as are 


held by you. 


The American Exchange National Bank, No. 128 Broadway, New York City, will act as Depositary for the undersigned 
Committee, and all deposits of Refunding Bonds and Certificates representing the same will be received and held under a Deposit 
\greement now in course of preparation, a duplicate original of which will be filed with the Depositary when executed. The 
Depositary will issue negotiable Certificates of Deposit in respect of all deposits, and application will be made in due course to 


t such Certificates of Deposit on the New York. Stock Exchange. 


the same will be received under the agreement of January 24, 1922. 
The reasons for this invitation at this time are outlined in a letter from our counsel, Mr. Samuel Untermyer, explaining 
urgency of the situation, copies of which may be had on application to the Secretary of the Committee, signed by you and 

stating the number of Bonds or Certificates held by you. 
The Committee has arranged (upon the security of the bonds) to finance the release from the Hammond Committee of 

all bonds on which the February Ist, 1922, coupon was advanced by that Committee before the abandonment by it of its plan. 
The rivalry between the Western Pacific and Missouri Pacific interests for the control of the property seems now to have 
resulted in joint action by those two interests with a view to dismembering the D. & R. G. system and dividing the property 


tween them, according to a statement that appeared in the 


Deposits of Adjustment Bonds and Certificates representing 


financial news service of September 27th—but this can only be 


ccomplished if the Refunding and Adjustment Bondholders can be induced to become their pawns in that game, contrary to 


eir own best interests. 


Since the present receivership (which was brought about for the prctection of the property subject to the Refunding 
and Adjustment Mortgage, solely through the initiative and efforts of the undersigned) the earnings are showing a gradual 
and gratifying increase. With your active co-operation, we believe that the property may yet be saved from dismember- 


ment and your investment rescued. 


Inasmuch as expedition is important, you are urged to deposit your bonds IMMEDIATELY with THE AMERICAN 
EXCHANGE NATIONAL BANK, Depositary, 128 Broadway, New York. 


Dated New York, October 5, 1922. 


SAMUEL UNTERMYER, Counsel. 
HARRY HOFFMAN, Secretary, 
120 Broadway, New York. 


RICHARD SUTRO, Chairman, 


Sutro Bros. & Co., 
LEWIS L. CLARKE, 


Committee. 


President, The American Exchange National Bank, 


WILLIAM LOEB, JR., 
New York, 


THE AMERICAN EXCHANGE NATIONAL BANK, Depositary, 128 Broadway, New York. 
ROTTERDAMSCHE BANKVEREENIGING, Sub-Depositary, Amsterdam, Holland. 





Worthington Pump Selling 
To all appearances selling of Worthing- 
ton Pump has about reached its limit. The 
pressure against the stock began when the 
lividend was omitted and from time to 
has continued since then in fairly 
ibstantial volume. Judging by such in- 
rmation as is available, the company is 
a favorable cash position. 
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Form New Company 


Charles C. Porter, former manager of 
‘ bond department of the Union Trust 
ompany; James Skitt, former manager 
f the bond department of the National 
Sank of the Republic; Walter H. Damon 
nd Chauncey G. Powell of the Union 
‘rust bond department, and Maurice L. 
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Stedman, formerly with Haskins & Sells, 
have formed the firm of Porter, Skitt & 
Co., 29 South La Salle Street, to conduct 
a general business investment bonds. 








War on Fraud 
(Concluded from Page 561) 
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others from committing fraud. 

“It is his ordinary duty to warn others 
of fraud so far as practicable. 
“This is particularly true of the 

citizen having knowledge of existing 

fraud. Investment bankers have a 

special knowledge concerning the is- 


suance and sale of securities and 
learn to detect the kinds of fraud 
that infest them. It, therefore, be- 
comes their duty both to warn and 
educate against fraud. In addition 
to being a duty, it is business com- 
mon sense on the part of the invest- 
ment banker to warn against fraud 
because every dollar sunken in fraud- 
ulent securities is diverted not only 
from his own business but the busi- 
ness he is assisting to finance. The 
duty exists not only to warn but to 
educate the public, because education 
in itself constitutes a warning.” 

It must be admitted that drives against 
fraud must be constant, and not spas- 
modic, if real progress is to be expected. 
By inaugurating, and then extending, the 
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4074% Profit 
In Oils 


The Brookmire Analyst of July 
24 recommended the purchase 
of the Standard Oil stocks of 
Indiana, California, Kentucky, 
New York, Ohio, New Jersey. 


Those who acted upon these 
recommendations made a profit 
of 536 points up to October 9— 
40 2/3% in a little over 2 
months. 


Many other groups recom- 
mended by the Brookmire 
Service this year have shown 
similar profits. 


3rookmire clients are continu- 
ally receiving unusual buying, 
selling and shifting opportuni- 
ties. 

Similar opportunities 
pearing in 
Bulletin F4. 
A copy will be 
vestors. 


are ap- 
current Brookmire 


sent free to in- 





r orsimere “accusate Tracy FORECASTS ON MAQKEr YRENOS 


BROOKMI a 


ECONOMIC SERVICE INC 
25 Wese 45th Strece New York 


The Orgnat System of forecaswng from Economn Cycies 














5% M. C. Trust 
Certificates 


HE DIRE”TORS 
‘ of 315 Banks have 
approved our secur- 
ity. Canks have in- 
vested over $50,000,- 
000 with us in the 
past ten years. 
You can et,voy the same security and 
income as the banks, as our certifi- 
cates are issued in $100 units to accom- 
modate the private investor. Interest 
begins with the date issued—maturity 


at option—threefold security. For full 
details: 





Write for free booklet 


Manufacturers Commercial Co. 
Capital $1,000,000 
299 Broadway New York City 








Public Utilities in Growing 
Communities Operated 
and Financed 
Their Securities Offered to 


Investors 
MIDDLE WEST UTILITIES 
CO. 


Suite No. 1500 


93 


72 West Adams Street, Chicago, Ill. 








American Light & Tract. 


Cities Service 
Bought—S old—Quoted 


H.F. McCONNELL & CO. 


Members of N. Y. Stock Exchange 
65 B’way, N. Y. Tel. Bowl. Gr. 5080-8-98 
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campaign as circumstances develop, satis- 
factory results can be obtained. Briefly, 
the plan proposes an investment educa- 
tional campaign, which, 
include the preparation of articles on 


in part, would 
and investment sub- 
and distribution thereof through 
newspaper associations, for publication at 
regular intervals; to furnish articles for 
magazines, and lectures for use in schools 
and colleges; to co-operate with organiza- 
tions of all kinds in attempting to limit 
the issuance and sale of worthless and/or 
fraudulent securities; to provide speakers 
for meetings and the lecture platform 
and to assist every legitimate effort to 
spread the doctrine of sound investment; 
to make use of the radio, the moving pic- 
ture and the publicity 


financial, business 


jects 


and advertising 





bureaus of railroads, public utility and in- 
dustrial corporations and of boards of 
trade, chambers of commerce, farm bu- 
reaus and granges and labor organizations. 

We are prepared to recommend for 
educational director a man who has im- 
pressed most favorably all members of 
the association with whom he has come 
in contact. It is apparent that he is ex- 
ceptionally well qualified for the work 
He has been a crusader for years against 
blue sky operations. He has a forceful! 
personality. He is editor of one of the 
largest class publications in the country. 
He has a wide newspaper experience, has 
been a college professor and has written 
a book dealing with power development 
of small streams. He is at home on the 
platform and is thoroughly conversant 
with the value of sound publicity. 
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3erdell Brothers New York 
Pash eo Wa dbaceceidhiceducacsiincancaiedl Toledo 
Western Bond & Mortgage Company 
Portland, Ore. 
Robertson & Ewing............ Portland, Ore. 
Bond & Goodwin & Tucker, Inc. 
San Francisco 


Irving National Bank.................. New York 
Murphey, Favre & Co..................... Spokane 
Minneapolis National Bank....Minneapolis 
Pearsons-Taft Company .................. Chicago 
isomerate Ge Coon ccee Chicago 
Omaha Trust Co............\.................sehe 
Daly, Seddon Company.................. St. Louis 


Fred’k E. Nolting & Co.......Richmond, Va. 
Investment Registry of America 


Philadelphia 
Bradford, Weeden & Co.....San Francisco 
Northern National Bank.................. Duluth 
ha TR Ce Cincinnati 
Friedman, D’Oench & Duhme....St. Louis 
Justus F. Lowe Co., Inc........... Minneapolis 
kk, SE eC Milwaukee 
pds a © Baltimore 
Louisville National Bank.............. Louisville 
mama, t.see om (0..................2 Boston 
Love, Van Riper & Co................. St. Louis 
OO EB. a EE ean St. Louis 
3ainbridge & Ryan.......................- New York 


Ernest S. Tanner & Co......... Oakland, Cal. 
Sheridan Trust & Savings Bank....Chicago 


Wm. P. Harper & Son...................... Seattle 
McKinley & Morris....................-. New York 
RNINRINTR ROOM osc r acces ener sanea New York 
Stem Bros. & Boyce..................... Baltimore 
Howard G. Rath Co................. Los Angeles 
Northland Securities Co........... Minneapolis 
Fidelity Trust Company.................... Buffalo 


Security Savings & Trust Company 
Portland, Ore. 
Peoples Savings & Trust Company 


Pittsburgh 
Clark Williams & Co................... New York 
Charles Messenkopf & Co........... Erie, Pa. 
ef Toledo 
ak een Toledo 
Warner & Company, Ince................... Boston 


ae ge : a ee Cincinnati 


SL ge Seeeaenom New York 
eo RR St. Paul 


Pinckard, Shaughnessy & Anderson 

San Francisco 
James N. Wright & Co..................... Denver 
Thayer, Baker & Co................. Philadelphia 
Vermont Loan & Trust Company..Spokane 
Branch-Middlekauff Investment Co. 


Wichita 
Minton, Lampert & Co..................... Chicago 
Chauncey, Hayes & Lord............ New York 
| | Dao Boston 
SY Philadelphia 
Wm. Cavalier & Co............... Oakland, Cal. 


City Savings & Trust Co. 
Vicksburg, Miss. 
Peoples Savings Bank & Loan Co. 
Vicksburg, Miss. 


Aemilius Jarvis & Co., Ltd............. Toronto 
ee SY Cleveland 
Pending Applications 
etait air Ue ick eae eee New York 
Security Trust Company....Lexington, Ky. 
J. J. B. Hilliard & Son................ Louisville 
Lewis-Dewes & Company, Inc.......Chicago 
BR. M. Geant & Co, Inc... Chicago 


Kanawha Banking & Trust Co. 
Charleston, W. Va. 


Prask 3; ‘Cahn &. Go..::..3....% Baltimore 
Frank, Rosenburg & Co............. Baltimore 
Colgate & Cox... ie ..New York 
Knight, Gamble & c.. uit. Louis 
Backus, Fordon & Co..................0--+-- Detroit 
Brandon, Gordon & Waddell...New York 
James T. Nachob & Co...................-- Omaha 
Mackie, Crouse Co................... Philadelphia 
Newman, Saunders & Co., Inc. 


New Orleans 
Citizens National Bank (second applica- 
|) Ee Serie wee ee Los Angeles 
Wheat, Williams & Company, Inc. 

Richmond, Va. 

Puget Sound Bank & Trust Company 
Tacoma, Wash. 

Union Trust Company of San Francisco 
San Francisco 
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tomer ownership” as an effective 

aid to financing the capital require- 

of public utilities was stressed at 

the convention by the Committee on 

Public Service Securities in its report sub- 

ed by John A. Prescott, chairman of 
mmittee. 


Te growing importance of “cus- 


rotection of the security and income 
the capital invested in the final equities 
r common stocks of public utilities,” the 
committee reported, “evidently must be, 
as it should be, the fundamental factor in 
he development of public utility service. 
\\here such conditions have existed and 
companies have, therefore, been able to 
up sound financial structures, in- 
vestment bankers have felt safe in supply- 
ing common stock capital. As such pro- 
tection and conditions become more wide- 
spread new sources of capital will be 
nd and drawn upon by investment 
bankers and customer ownership will be- 
come increasingly common.” 


\ much larger proportion of capital, 
the committee stated in its report, than 
has been the practice in recent years, 
should, to accord with sound principles, 
be hereafter supplied by junior financing. 
“It is generally understood,” the report 
of the committee continued, “that if mort- 
gage bonds are to be readily sold they 
must be protected not only by a sufficient 
equity or margin of security, but also by a 
satisfactory margin of divisible income. 
It is not so well understood, by the public 
at least, that if a preferred stock is to be 
readily sold it also must, because its par- 
ticipation in profits is limited, have be- 
hind it a margin of security and of income 
adequate to give it a high degree of safe- 
ty and reasonable assurance of continuity 
of dividends. 


Margin of Safety 


“It necessarily follows that capital must 
secured in some form to supply this 
final equity or margin of safety which is 
usually represented by capital or common 
stocks. It should be apparent, therefore, 
that the common stock which represents 


the greatest business risk is the founda- 


+ 


} 


ion of the whole financial structure. How 
is money to be attracted into this form of 
nvestment? The seriousness of this 
problem is now more generally recognized 
‘ regulatory bodies and should be made 
lear to the patrons of the utilities. It 
should be made evident to all that before 
ificient new capital can be attracted into 
e common stocks of the utility com- 
nies, at least two fundamental condi- 
ns must be met: 


(1) There must be a reasonable assur- 
' of the safety of the principal of the 
estment, 

2) There must be a reasonable assur- 


e of an adequate and regular dividend 
turn, 


“Capital for the final equity or common 
‘ock should be obtained primarily from 
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(Customer Ownership Plan 


the people of the community which is to 
enjoy the service, but, if conditions should 
be such that it cannot be obtained from 


,them, it must be sought in other money 


markets. Investors in such markets can 
receive no direct benefit from the de- 
velopment of the utility service itself and 
must, therefore, be attracted by safe- 
guards to the investment and yields such 
as will seem attractive to their eyes, as 
compared with other similar investment 
opportunities. 


“Indisputably, therefore, it would be to 
the interest of the community to be 
served that the rates should be adequate 
to pay the entire cost of the service. This 
should include not only operating and 
maintenance costs, taxes and interest on 
borrowed money, but additional earnings 
sufficient to pay an attractive return on 
capital invested in stocks, and to set up 
adequate reserves for emergencies and to 
insure regular dividends in the less pros- 
perous years. These things are not only 
proper but are essential to sound public 
utility financing. 


Must Be Maintained 


“The public well understands that if a 
community desires the benefit of clubs, 
churches or charitable institutions, it must 
contribute the entire cost of establishing 
and maintaining them. The same princi- 
ple applies to public utility service and is 
really as simple in its application. In each 
case, insufficient support inevitably means 
inadequate and unsatisfactory service.” 


The committee went on record as favor- 
ing greater co-operative effort on the part 
of the public utility industry, investment 
bankers and publishers of statistical and 
rating manuals. Perhaps the greatest 
need, the committee said, for more com- 
plete information is with regard to the 
so-called holding companies. “We _ be- 
lieve,” the committee added in its report, 
“that any such company which seeks capi- 
tal from the investing public should make 
available and readily accessible all in- 
formation and data pertaining to both the 
holding company and subsidiaries neces- 
sary for a thorough study of earnings, ex- 
penses, maintenance expenditures or re- 
serves, fixed charges, dividends, assets, 
capitalization and liabilities. | Without 
these an appraisal of the real worth of 
its securities would not be possible. On 
the other hand, investment bankers should 
exercise the most scrupulous care that 
all representations made by them in the 
sale of public service securities should be 
not only acurate in the statement of in- 
formation given so as to be technically 
correct, but also the information given 
should be complete and comprehensive so 
as to be fair and honest.” 

The committee considered at length in 
its report the proposed amendment to the 
Constitution of the State of California, 
commonly known as the water and power 








Investing for 
A Short Period 


Many business men and banks are 
especially interested in securities 
which mature within six months or a 
year. Obviously they seek safe in- 
vestments coupled with generous re- 
turn, 
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To the Point 


The news and articles of the AMER- 
ICAN BANKER always have that qual- 
ity. 


Mr. H. C. Burke, Jr., Director of 
Public Relations of the Continental Na- 
tional Bank of Fort Worth, Texas, 
writes: 


“IT am a very enthusiastic reader of 
the American Banker. It is published 
with sufficient frequency that the news 
and information is always “hot.’’ Your 
data is meaty, and a busy man can get 
a complete survey of the general bank- 
ing and economic conditions, changes 
and movements in a minimum time.” 
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in America. 
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IS YOUR 
MONEY EARNING 10% 


If not, ask for details of seasoned 
bond of Largest Corporation of Its 
Kind. Has netted 10% last 6 years; 
$5,000, $1,000, $500, $100 Denomina- 
tions. 


Clarence Hodson & Co., Inc. 
Est. 1893 135 Broadway, N. Y. 


Send for details of bond and “Four 
Tests of a Gilt Edged Investment’’— 
Booklet F-11. 
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business enterprise, should have emerged 
from the upheavels of the great war with 
no changes in the conditions of its exist- 
ence, no new problems to confront it 
Like others, it has been obliged to meet 
higher operating costs and heavier taxes 
with reduced income. The large increase 
in the number of private automobiles jn 
operation and jitney and auto-bus compe- 
tition have made inroads into the patron- 
age which the electric roads would other- 
wise have enjoyed and the construction 
of parallel hard surfaced roads will prob- 
ably further, and sometimes wastefully, 
multiply transportation facilities and dj 
vide the available business. New capital 
or capital to meet maturing bond issues 
has been and is still unduly costly to al! 
public utility companies because their se- 
curities must compete in the money mar- 
kets with an enormous volume of tax-free 
municipal bonds. It has been authori- 
tatively stated that more than one billion 








dollars of such tax exempt securities were 
On request, we shall be glad to send you issued in 1921. 

a copy. This 20-page booklet is concise and “On the other hand, these adverse and 
authoritative—the only one of its kind. discouraging conditions seem likely to be 
é . : overcome by favorable and encouraging 
Among other things, it traces the historical ones, Costs have considerably declined 
and economic development cf Joint Stock Land and gradually improving general business 
» bu conditions are bringing some increases in 
Bank Bonds, issued under supervision of the iad iter Dogeiseilec--ceciaaaegllaap 
earnings. The practical experiences and 

U. S. Government and based on first mort- 


lessons of the war and its aftermath seem 
gage farm loans. to have done much to clear the atmosphere 
and bring about a more widespread popu- 
lar understanding of the value and neces- 
sity of the service supplied by the public 


GrEVENSON Bros. & PERRY utility companies, the advantages of pri- 


vate ownership and operation under sane 

inc. . zie 
INVESTMENT SECURITIES public regulation, and the economic and 
financial conditions under which efficient 
105 S. La Salle St., Chicago Randolph 5520 and satisfactory service, keeping pace with 
a a, a ee public demand, alone is possible. The 

present practice of many utility manage- 
ments of frankly discussing the problems 























of the industry with its patrons is stimu- 








; lating public confidence and good will 
act,” which is to be submitted to the vote tions opposing the proposed amendment 


of the people of the State next month. as threatening not only the destruction of 


- —- ~~ ()-——— 
This act would provide for the issuance the credit of existing privately owned 


of $500,000,000 of bonds by the State of hydro-electric power and light utilities in New Bond Firm 
California to conserve, develop and con- California, but even the destruction of the Mr. Lloyd E. Work, formerly with 
trol the waters of the State for the use credit of the State itself. Allyn & Company has opened his own 


and benefit of the people. The board of The committee report concludes: “It investment firm under the name of Lloyd 
governors of the Investment Bankers As- would be strange indeed if the public FE Work & Company, 105 S. La Salle 
sociation of America has adopted resolu- utility industry, unlike all other forms of St:, Chicago, Illinois. 


G. H. WALKER & CO. 
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i Trend of Things 
(Continued from Page 554) 
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the quarter ended September 30, 
wws net earnings of $273,886 after in- 
est, taxes, etc. Net earnings for first 

months of 1922 totaled $288,799, or 

a share on the common after pre- 
red dividends. 


1 


* * * 


The reports on commodities for the 
ek were in most cases of a favorable 
Crude oil 
\j k j; production for the 
| Commodi- | week ended October 
i| ties li 14 was 1,555,050 bar- 
rels against 1,544,000 
barrels in the previous week and 1,166,150 
arrels in the corresponding week of last 

ir. The coal mines are still working 
t capacity, with production reaching new 
high figures. 


nature. 














Exports of coal show an 
enormous balance on the right side for 
the first eight months of the year. Cotton 
was marked up to 24.10 at the close of the 
week against a price quoted for middling 
uplands in New York at 23 last week. 
Coffee, sugar, cereals showed a tendency 
to reach higher prices. The Steel Cor- 
poration reports subsidiaries still operating 


close to 70 per cent capacity. 


The copper 
market was generally dull, with buying 
hetter toward the close of the week, prices 
ing quoted at 1334 to 137%. The other 
metals also were quoted at higher prices, 
at £176 15s, lead as high as 6.95, and 
elter at £36 10s. 


*x* * * 


market had 
ive week with broad trading. 


The bond 


ct 


another very 
Total 
sales amounted to $95-, 
| 840,000 against $84.- 
| Bond | 


210,000 last week and 
Market i 








$64,603,000 in the 
same 





week of last 
year. Liberty Bonds were steady for the 

ek. The new issue of 4%4s went under 
par for the first time since issuance. In- 
bonds 


railroads and_ traction 


ere irregular. 


dustrials, 
Foreign bonds were also 
irregular, with prices going to lower levels 
the closing day. 
—.- * 


The stock market was irregular for the 
week, higher priced specialties among the 
industrials reacting to 








| lower levels. The rail- 
Stock road group gives 


promise of satisfying 








' the commentators who 
predicted a stronger market for rails. 
le average price of 23 railroads for the 
week was 75.52, showing a slight gain 
er last week’s figure of 75.47, while the 
verage of 18 industrial stocks declined 
om last week’s figure of 95.28 to an 
en 94. Total sales for the week were 
11,384,000 shares against 5,543,100 shares 
‘t week and 3,403,400 shares in the 


me period of last year. 
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Do you invest? 
Let this service assist you 


HE monthly booklet 
of Investment Rec- 
ommendations issued by 
this Company aids many 
bond buyers in shaping 
their investment policies. 


The booklet contains a 
carefully selected list and 
descriptions of bonds so 
diversified as to afford the 
investor a range of choice 
among various types, ma- 
turities, and yields. Ac- 
companying the booklet 


isaleaflet on some phase of 
investments or the invest- 
ment market of interest 
and value to bond buyers. 


Atany of our offices you 
can obtain this booklet 
and the personal assistance 
of our representatives in 
selecting bonds best suited 
to your needs. In addition, 
if you will furnish usa list ot 
your holdings, weare pre- 
pared to review them and to 
suggest suitable exchanges. 
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Foreign exchange market was for the 
most part irregular. Sterling reached a 
high price of 446% 

at mid-week and 
| Foreign eased off to 4.44 1/16 
| Exchange at the close. Last 
year at this time 
quoted 3.93%. 
dollar showed another increase in the 
quoted price to 1.0015625 
week’s price of 1.00125. 
exchanges all showed a reduction in quot- 




















Sterling was Canadian 
against last 
The continental 


ed prices, the French franc being listed 
at .0695%4 against .07571%% last week. Bel- 
gian francs were quoted at .0645% against 
0706 in the previous week. The Italian 
lire has gone below the four-cent mark, 


being quoted at .039814, comparing with 
.04201%% last week. The German mark 
went to a new low level on the news from 
abroad, 4,500 marks to the dollar being 
the prevailing price, or .0002%4 against 
last week’s price of .0003%. 
* *k * 

Money rates were easier this week, with 

call money being quoted at 4% per cent 








against last year’s 

Money spread of from 4% 
and to 51%4 per cent. Time 
Banking money was to be ob- 





tained at 4% to § 

per cent against 514 to 6 per cent in 1921. 

Commercial paper was quoted at from 
(Please turn to Page 594) 
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I.C.C. TENTATIVE R. R. CONSOLIDATION PLAN 


System No. 1—New York Central 

New York Central, Pittsburgh & Lake Erie, Rut- 
land, Michigan Central, Chicago, Kalamazoo & 
Saginaw, Cleveland, Cincinnati, Chicago & St. Louis, 
Cincinnati Northern, Western Maryland, Fonda, 
Johnstown & Gloversville, Lake Erie & Pittsburgh, 
Central Indiana, Pittsburgh, Chartiers & Youghio- 
gheny, Monongahela, Boston & Maine, Maine Cen- 
tral, Bangor & Aroostook. 

And all railway properties controlled by the above 
carriers through lease, stock ownership, or otherwise, 
except: 

Lake Erie & Western and Toledo & Ohio Central— 
both now controlled by New York Central. 

Zanesville & Western and Kanawha & Michigan— 
both now controlled by Toledo & Ohio Central. 

Indiana Harbor Belt, now controlled by New York 
Central, 30 per cent; Michigan Central, 30 per cent; 
Chicago & North Western, 20 per cent; Chicago, Mil- 
waukee & St. Paul, 20 per cent. 

System No. 2—Pennsylvania 

Pennsylvania, West Jersey & Seashore, Long Is- 
land, Baltimore, Chesapeake & Atlantic, Cumberland 
Valley, Maryland, Delaware & Virginia, New York, 
Philadelphia & Norfolk, Pittsburgh, Cincinnati, Chi- 
cago & St. Louis, Waynesburg & Washington, Grand 
Rapids & Indiana, Cincinnati, Lebanon & Northern, 
Ohio River & Western, Louisville Bridge & Terminal, 
Wheeling Terminal, Toledo, Peoria & Western, Lo- 
rain, Ashland & Southern, Lake Erie & Pittsburgh, 
Central Indiana, Pittsburgh, Chartiers & Youghio- 
gheny, Monongahela. 

And all other railway properties controlled by any 
of the above carriers under lease, stock, ownership, 
or otherwise, except the Norfolk & Western and 
railway properties controlled by it, which may be 
included in system No. 9, Norfolk & Western. 


System No. 3—Baltimore & Ohio 


Baltimore & Ohio, Sandy Valley & Elkhorn, 
Staten Island Rapid Transit, Reading system, com- 
prising the Philadelphia & Reading, Central Railroad 
of New Jersey, and various others, Cincinnati, In- 
dianapolis & Western, Chicago, Indianapolis & Louis- 
ville, New York, New Haven & Hartford, Central 
New England, Lehigg & New England, Lehigh & 
Hudson. 

System No. 4—Erie 

Erie, Chicago & Erie, New Jersey & New York, 
New York, Susquehanna & Western, Delaware & 
Hudson, Delaware, Lackawanna & Western, Ulster 
& Delaware, Bessemer & Lake Erie, Buffalo & Sus- 
quehanna, Pittsburgh & Shawmut, Pittsburgh, Shaw- 
mut & Northern, Lorain, Ashland & Southern, Wa- 
bash lines east of the Missouri River. 


System No. 5—Nickel Plate-Lehigh Valley 
Lehigh Valley, New York, Chicago & St. Louis, 
Toledo, St. Louis & Western, Detroit & Toledo 
Shore Line, Lake Erie & Western, Wheeling & Lake 
Erie, Pittsburgh & West Virginia, Bessemer & Lake 
Erie. 
System No. 6—Pere Marquette 
Pere Marquette, Detroit & Mackinac, Ann Arbor, 
Detroit, Toledo & Ironton, Boyne City, Gaylord & 
Alpena. 
System No. 7—New England 
New York, New Haven & Hartford, New York, 
Ontario & Western, Central New England, Boston & 
Maine. Maine Central, Bangor & Aroostook, Le- 
high & Hudson River, Lehigh & New England. 


€ystem No. 7A—New England-Great Lakes 

Same as system No. 7 with addition of the follow- 
ing, which otherwise with the exception of the Buf- 
falo, Rochester & Pittsburgh may be included in 
system No. 4, Erie. That carrier may be included in 
system No. 5, Nickel Plate-Lehigh Valley. 

Delaware & Hudson. Ulster & Delaware, Dela- 
ware, Lackawanna & Western, Buffalo, Rochester & 
Pittsburgh, Pittsburgh & Shawmut, Pittsburgh, Shaw- 
mut & Northern. 


System No. 8—Chesapeake & Ohio 
Chesapeake & Ohio, Hocking Valley, Virginian. 


System No. 9—Norfolk & Western 
Norfolk & Western, Toledo & Ohio Central, Zanes- 
ville & Western, Kanawha & Michigan, Kanawha 
& West Virginia. 


System No. 10—Southern 
Southern, Alabama Great Southern, Gvcorgia, 
Southern & Florida, Mobile & Ohio, Southern Rail- 
way in Mississippi, Northern Alabama, Cincinnati, 
New Orleans & Texas Pacific, New Orleans Great 
Northern, Alabama & Vicksburg. 


System No. 11—Atlantic Coast Line-Louisville & 
Nashville 
Atlantic Coast Line. Atlanta & West Point, 


Charleston & Western Carolina, Louisville & Nash- 
ville, Nashville, Chattanooga & St. Louis, Louisville, 
Henderson & St. Louis, Western Railway of Ala- 
bama, Richmond, Fredericksburg & Potomac, Nor- 
folk Southern, Atlanta, Birmingham & Atlantic, 
Winston-Salem Southbound, Roanoke to Winston- 
Salem branch of Norfolk & Western, Florida East 
Coast, Carolina, Clinchfield & Ohio, Georgia & 
Florida, Gulf, Mobile & Northern, Mississippi Cen- 
tral. 
System No. 12—Illinois Central-Seaboard 

Illinois Central. Yazoo & Mississippi Valley, Cen- 
tral of Georgia, Seaboard Air Line, Lynchburg, Va., 
to Durham, N. C., branch of Norfolk & Western, 
Gulf & Ship Island, Tennessee Central, Carolina, 
Clinchfield & Ohio. 


System No. 13—Union Pacific-North Western 

Union Pacific, St. Joseph & Grand Island, Oregon 
Short Line, Oregon-Washington Railroad & Navi- 
gation Company, Los Angeles & Salt Lake, Chicago 
& North Western, Chicago. St. Paul, Minneapolis & 
Omaha, Take Superior & Ishpeming, Wabash lines 
west of the Missouri River. 


System No. 14—Burlington-Northern Pacific 

Chicage. Burlineton & Quincy, Northern Pacific, 
Chicago Great Western, Minneapolis & St. Louis, 
Spokane, Portland & Seattle. 


System No. 15—M’lwaukee-Great Northern 
Milwankee & St. Paul, Great Northern, 
Chicago, Terre Haute & Southeastern, Duluth & 
Tron Range, Duluth, Missabe & Northern, Green 
say & Western, Snokane, Portland & Seattle, Butte, 
\naconda & Pacific. 


Chicago. 


System No. 16—Santa Fe 

Atchison. Toneka & Santa Fe. Gulf. Colorado & 
Santa Fe, Colorado & Southern, Fort Worth & Den- 
ver City, Denver & Rio Grande. Western Pacific, 
Utah Railway, Northwestern Pacific, Nevada North- 
ern. 

System No. 17—Southern Pacific-Rock Island 

Southern Pacific Company, Nevada Northern, Chi- 
cago, Rock Island & Pacific, Chicago, Rock Island 
& Gulf, Arizona & New Mexico, El Paso & South- 
western, San Antonio & Aransas_ Pass, Trinity & 
Brazos Valley, Midland Valley, Vicksburg, Shreve- 
port & Pacific, Chicago, Peoria & St. Louis. 


System No. 18—Frisco-Katy Cotton Belt 
St. Louis-San Francisco, St. Louis-Southwestern, 
Louisiana Railway & Navigation Company, Chi- 
cago & Alton, Missouri, Kansas & Texas, Trinity & 
Brazos Valley, San Antonio, Uvalde & Gulf. 


System No. 19—Chicago-Missouri Pacific 
Chicago & Eastern Illinois, Missouri Pacific, Kan- 
sas City Southern, Kansas City, Mexico & Orient, 
Kansas, Oklahoma & Gulf, Texas & Pacific, Fort 
Smith & Western, Louisiana & Arkansas. Gulf Coast 
Lines, International & Great Northern. 
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Mergers 














corporate relationships are to be disturbed 

little as possible, left the CENTRAL 
PaciFic with the SouTHERN Paciric and 

even the competition awarded the 
\VESTERN PaciFic to the Santa Fe. 
his was done after RipLey had made his 
recommendation and after Commissioner 
i{aut had held hearings out on the Pacific 
Coast. Now, as stated earlier in this ar- 
ticle, the SOUTHERN Paciric is asking the 
commission for permission to retain the 
CenTRAL PaciFic until the consolidation 
plan is in final form. Should the commis- 
ion accede to this plea it would have to 
ask the court to hold in abeyance its order 
for a dissolution of the CENTRAL Paciric 
from the SOUTHERN PaAcIFIc. 


From the foregoing it becomes apparent 
that while the consolidations are not com- 
pulsory, that the commission has some 
very important powers delegated to it, the 
exercise of which will vitally affect the 
strategy of the country’s railroad systems. 


General Propositions 


Limitations of space make it impossible 
to consider the merger possibilities affect- 
ing each road. Some general propositions, 
however, may be laid down. It is my 
judgment that the greatest single bene- 
ficiaries of a general merger such as is 
proposed by the law and such as has been 
tentatively worked out by the commission 
will be the so-called “weak” roads. They 
will be benefited in the three important 
ways that they most need help, i. ¢., in 
finance, operating efficiency and traffic. It 
is easy to understand that a road which 
can economically finance its improvements 
can thereby improve its operating efficiency 
(reduce costs) and improve its services 
(get more traffic). It is also easy to un- 
derstand that a road with a strong new 
friendly connection will be greatly helped 
when that connection starts diverting 
trafhe its way. It is also easy to see that 
such possibilities should be reflected strik- 
ingly in the market price of the securities 
of the “weak” road. 


Aside from the moves of the New YorxK 
CENTRAL and PENNSYLVANIA systems to 
more closely weld subsidiaries to them, 
very little of an actual nature has been 
accomplished thus far. The big possibili- 
ties still lie ahead. However, the little that 
has been done may point the way for what 
is to come, 

[ have reference to the progress already 
made in System No. 5—NicKeL PLate- 
LEHIGH VALLEY. As an eastern trunk line 

stem this group is admittedly “weaker” 
than either the New York CENTRAL or 
PENNSYLVANIA. Already the NICKEL 
LATE (N. Y. C. & St. L.), the Lake Erte 
\ Western and the Totepo, St. Louis & 
\VESTERN have been acquired by a single 
eroup—the VAN SweERIGEN interests of 
Cleveland. I will give below the 1918 low 
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prices and the 1922 high and low prices 


of the stocks of these three roads: 
1918 1922 1922 1922 
Low Low High Adv’e 
N. Y. C. & St. L. com... 13% 51% 91% 177% 
“ “ 1st pref. 55 72 102 42% 
“ “ 2d pref. 40 61% 93 50% 
L EB. & W. com..... 7% 10 39% 298% 
” a pret.... Bb 26% 77 196% 
T., St. L. & W. com. 4 14 75% 439% 
“ “ “pref. 18% 22% 62 178% 


While the foregoing is but a single par- 
tial case. of a merger possibility it is the 
only case we have which is in point as to 
“weak” roads and as such is decidedly 
illuminating. 

It appears to me that 1923, which from 
all indications will be a year of good 
earnings for the railroads, will be picked 
upon for a number of mergers. This will 
mean much new financing, much specula- 
tion, and points to the most active year 
from the standpoint of railroad stock 
transactions in a decade. The man who is 
primarily interested in speculative stocks 
might go a whole lot farther and do a 
great deal worse than in the inviting field 
of the preferred and common stocks of 
the so-called “weak” railroads. 








Hydro-Electric Power 
(Concluded from Page 567) 




















has helped to create a favorable body of 
public sentiment which is frequently re- 
tlected in the attitude of regulating bodies. 

Phenomenal growth of the electric in- 
dustry during the past twenty years by no 
means indicates that the saturation point 
has been reached and it is estimated that 
capital requirements for expansion will 
amount to $700,000,000 a year or over. 
If the industry continues to run true to 
form, its gross earnings should double 
about every five or six years. 

At the present time about 58 per cent of 
the energy consumed by American fac- 
tories is supplied by central power stations. 
About 36 per cent of this power is ob- 
tained from hydro-electric stations. 

It has been estimated that there are 54,- 
000,000 horse-power available from hydro- 
electric sources compared with 48,000,000 
horse-power consumed annually in 
this country for all purposes. Water 


power development, however, has been 
handicapped not only by the fact that the 


power itself.is frequently located far away 
from the point of consumption, but also 
by the onerous restrictions on its develop- 
ment by public authorities. Both these 
difficulties are now being gradually over- 
come, and the hydro-electric industry may, 
therefore, anticipate an even more rapid 
growth in the future than it has enjoyed 
in the past. Applications for new develop- 
ment now on file with the Federal Power 
Commission (under the 1920 Act) are said 


to equal twice the present development. 

The Federal Government has in recent 
years turned its attention to the problem 
of electrifying industry on a vast scale. 
As the result of an investigation by the 
Interior Department, it has been proposed 
to set up great central power stations in 


the New England and middle Atlantic 
states which would feed all railroads, 
municipalities and industries, bringing 


about a great saving in power consumption 
and reduction in fuel costs. The cost of 
this vast development is estimated at two 
billion dollars, or nearly half the present 
investment in electric power stations. 


Hydro-Electric Securities 


Herewith will be found an analysis of 


thirty-two high-grade bonds of hydro-elec- . 


tric companies. Accompanying this analysis 
is a summary of the position of each com- 
pany with respect to the sale of its output. 
Companies which furnish a high propor- 
tion of their output to street railways are 
not usually so well regarded as_ those 
which sell their energy for lighting and 
The list here 


“holding” 


commercial consumption. 


compiled includes few com- 
panies, so that the traction sales are small 
in most instances. 

Those hydro-electric companies which 
serve particular industries lose but a small 
amount of business during a depression. 
Even Montana Power, which suffered a 
decline in gross because of a shut down in 
the copper industry in 1921, was able to 
earn its charges over twice for that year. 

The analysis of 1921 earning power of 
these companies, as indicated in the table, 
makes a surprisingly good showing. Most 
of the companies earned their charges be- 
tween two and three times in a year of 
great industrial depression. During the 
year 1921 the railroads of the U. S. earned 
their fixed charges with a comparatively 
small margin of safety and most industrial 
companies reported huge losses, yet a com- 
pilation of the yields on twenty-five active 
and high-grade rail shows an 
average return of only 4.75 per cent, com- 
pared with an average yield of 5.40 per 
cent for the hydro-electric securities listed 
in the table, almost all of which represent 
first liens, and which are not likely to be 
called in the near future. 

The trend of hydro-electric bonds has 
been upward as compared with rail and 
industrial securities in the past eight years 
(as indicated in the chart). The price 
trend should continue upward until first 
lien hydro-electric bonds obtain a yield 
position more closely corresponding to that 
of the best rail bonds, particularly as the 
former mainly cover properties which 
have probably appreciated 50 per cent in 
reproduction value since 1916, while the 
annual depreciation is practically nil. 

To the investor who has placed a large 
amount of his funds in high-grade rail- 
road securities, we suggest the 
practicability of switching into first mort- 


bonds 


would 


gage hydro-electric securities, obtaining an 
attractive gain in income without loss of 
safety. 
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SIDNEY SPITZER 
& COMPANY 


MUNICIPAL BONDS 


Investment offerings upon request 


New York 
Cincinnati 


Toledo 
Columbus 


Chicago 
St. Louis 





UNDERWRITING 
DISTRIBUTION 








Complete in One Organization 
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QOUF extensive facilities enable us to pur- 

chase and distribute entire bond issues 
of Municipalities, Public Utilities and other 
Corporations. We are always ready to aid in 
sound and conservative financing. 


A. C. ALLYN and COMPANY 


Incorporated 
Investment Securities 
71 W. Monroe St., Chicago 
Phone State 6440 
| NEW YORK—MILWAUKEE—MINNEAPOLIS—BOSTON | 




















Just Forty Years 


ago, the first electric central station was 
started. It was a crude and doubtful 
project. 


Now the electric light and power indus- 
try represents an investment of six 
million dollars and is one of our national 
necessities. 


There are many interesting details of 


the beginnings and development of this 
great business in 


“The Story of a Leader in the 
Electrical Industry”’ 


which we have just published in booklet 
form. 


Send for free copy 


A. H. Bickmore & Co. 


111 Broadway, New York 
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Investment Service 


WE ARE MEMBERS of leading Stock Exchanges, and 
through our extensive wire system are in close touch 
with other important financial centers. We are thus enabled ae 
to serve a large clientele and to execute promptly orders in all | a 
listed and unlisted securities. | 


Our Bond, Note and Stock Departments are prepared to give 
expert advice on financial problems. Our Statistical Depart- 
ment furnishes detailed information as to the status of any 
securities. This service is placed at the disposal of investors, 
without charge or obligation. 
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N the buying and selling of high-grade investment bonds and farm ne 

‘mortgages, | he Merchants Loan and Trust Company Bank of Chicago ih 
pursues the same conservative policy which has characterized its operations Hi 
during more than half a century. To the careful investor, who looks primarily tates 
to safety of principal, the offerings of this Bank prove especially attractive. 


Officers 


JOHN J. MITCHELL... 
EDMUND D.HULBERT . 
FRANK G. NELSON . 
JOHN E. BLUNT, Jr. . 


C.E.ESTES ... 
F. W. THOMPSON. 


Chairman of Board 
President 
Vice-President 
Vice-President 
Vice-President 
Vice-President 


H.G.P.DEANS ., "a ; s Vice-President 
JOHN J.GEDDES. ‘ P a ee . Cashier 
F.E. LOOMIS . . Assistant Cashier 
A. F. PITHER . . Assistant Cashier 


W. A. HUTCHISON 
LEON L. LOEHR . 


A. LEONARD JOHNSON . 


G. F. HARDIE . 


. Assistant Cashier 
. Secretary and Trust Officer 
. Assistant Secretary 
. Manager Bond Department 


CUTHBERT C.ADAMS, Asst. Mgr.Bond Department 


H. J. SAMPSON 


Capital 


. Asst. Mgr. Foreign Department 


and Surplus 


$15,000,000 
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“Identified with Chicago’s 
Progress Since 1857”’ 


Directors 


CLARENCE A. BURLEY 
ROBERT W. CAMPBELL 


MARSHALL FIELD 
ERNEST A. HAMILL 


HALE HOLDEN 


MARVIN HUGHITT 
EDMUND D. HULBERT 


CHAUNCEY KEEP 
CYRUS H. McCORMICK 
JOHN J. MITCHELL 


JOHN S. RUNNELLS 


EDWARD L. RYERSON 
JOHN G. SHEDD 


ORSON SMITH 


JAMES P. SOPER 
ALBERT A. SPRAGUE 


112 W. Adams Street 
Chicago 
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GUARANTY TRUST COMPANY 


OF KANSAS CITY 


—BONDS— 


Government, Municipal, Public Utility, 


Railway, Corporation 


Private Wires to all Principal Markets 
Market Orders Executed 
Liberty Bond Department 


9 West 11th Street 


Kansas City, Missouri 





The D. & R. G. Situation 


Primarily, the principal interest in connection with the situation in Denver 
& Rio Grande revolves around the attempt to dismember the road and divide 
its rich assets among certain interests, to the disadvantage of the junior 
bondholders, whose effort to prevent that division, and to cause opportunity 
to be given to the management to rehabilitate the property and make pos- 


sible its operation as an independent proposition. 


The first step towards the 


latter end was made through the insistence and agency of a protective com- 
mittee headed by Richard Sutro of New York, and representative of junior 


bondholders. 


That was the receivership. 


Mr. Sutro is prepared to carry 


his fight to maintain the integrity of the company to the limit and has asked 


junior bondholders to deposit with his committee. 


He asserts that under the 


Receiver the road currently is earning its fixed charges in their entirety. 


T may be that the straightening out of 
the Denver & Rio GRANDE tangle will 
prove to be one of the most interest- 

ing chapters in the history of modern rail- 
roading. Certainly, the interest in the 
situation is widespread, according to ad- 
vices as to response to appeals for deposit 
of bonds. The fact that the road is earn- 
ing its fixed charges at the present time 
seems to have awakened holders of the 
bonds, which would be most adversely 
affected by dismemberment of the prop- 
erty to a realization of their stake in the 
matter. 


Untermyer Counsel 


It is interesting to know that counsel 
for the committee headed by Mr. Sutro 
is SAMUEL UNTERMYER, whose experience 
in the courts, and grasp of the intricacies 
of corporation law, are valuable assets to 
the holders of the junior bonds. We are 
informed that Mr. UNTERMYER proposes 
to make the “fight of his life” to prevent 
what is alleged to be the purpose of in- 
terests representing the WeEsTERN PAacIFIc 
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and Missouri Paciric, namely, the break- 
ing up of Denver & Rio GRANDE. 

Attorney UNTERMYER has made several 
visits to the West. Upon his recent re- 
turn from abroad, he went from the 
steamship to a westbound train and 
traveled directly to the scene of the fight. 
The quotations reproduced in these col- 
umns last week from a letter from Mr. 
UNTERMYER, indicates his confidence in 
the validity of the position assumed by 
the Sutro committee. 


Default Interest 


The contention of the Sutro Committee 
is that default should be made by the 
D. & R. G. receiver of interest in the 
company’s consolidated mortgage 4s, 
thereby causing foreclosure of the mort- 
gage and its satisfaction by application of 
the Uran Fuet Company stock which is 
pledged as security for the mortgage. 
Such a procedure would serve the purpose 
of reducing the debt of the road by more 
than $15,000,000. The Western Pacific 
claims title to the greater portion of the 








equity in the Fuel Company stock, and 
confesses liability only for $6,000,000 un. 
der the Consolidated Mortgage, disclaim. 
ing the right of the adjustment or refund. 
ing bondholders to any equity in the 
stock, which was acquired in 1901 by the 
issuance of $6,000,000 of consolidated 


bonds. About $7,000,000 of Refunding 
bonds are held under the Adjustment 
mortgage as the main security of the lat. 
ter. It may be stated that Western 
Paciric has collected for itself nearly 
$3,000,000 in dividends on the Fue, Com- 
pany stock, forcing interest payment on 
the bonds by D. & R. G. out of railway 
property and earnings. This, the Surro 
committee alleges, is prejudicial to the 
interests of the Consolidated as well as 
the Refunding bondholders. 


No Success To Date 

Effort has been made by interests op- 
posing the attempt of the Western 
PaciFic to obtain the equity in the Fue. 
stock to arrest the payment of interest on 
the consolidated mortgage, without suc- 
cess to date. The court, however, has con- 
ceded that it will hear the case of the 
protestants, and attorney for the bond- 
holders has advised that the one way in 
which they can hope to retain alleged 
rights in respect to the Fue. stock, and 
in respect to their idea of a reorganiza- 
tion of the D. R. & G. is by means of the 
above mentioned interest default. 

In the circumstances, it seems that the 
adjustment and refunding bondholders 
have everything to gain by deposit of their 
bonds, so that fortification of the com- 
mittee would serve their best interests. 

With respect to the position of the com- 
pany and its possibilities, the language of 
the SuTRo committee covers the situation 
in a manner which is in accord with our 
own analysis. The committee avers: 

“The Denver & Rio Grande originates 
80 per cent of its total business on its 
own lines and has therefore a unique 
position with respect to exchange of busi- 
ness with the many lines of railway that 
connect with it. If its assets can be con- 
served and its railroad lines (which are 
now so run down as to be at many points 
unsafe for operation in the opinion of the 
Court and Receiver) are rehabilitated and 
if the property is reorganized as it should 
be, as an independent system, free to in- 
terchange business to its best advantage, 
we believe that it has a great future and 
that bonds may eventually be made worth 
their face value.” 


————0 


Williams Steamship 7's 

A new issue of $700,000 of 7%4 marine 
equipment first gold serial bonds of the 
Williams Steamship Company is being 
offered by F. J. Lisman & Co. at a price 
of 100 and accrued interest. The bonds 
are dated November 1, 1922, and mature 
from May 1, 1923, to November 1, 1932, 
inclusive. They are an absolute first lien 
on four modern steel freight steamers 
built in 1919-20 at a cost of $2,175,000, 
leaving a cash equity of $1,450,000 back 
of the bonds. They are further protected 
by a sinking fund of $70,000 yearly. 
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Bonds Display a Wavering Mood 


O the date upon which our bond market averages are made up the market has 
displayed a decidedly wavering mood, and there was also some selling in 
issues which have been holding attention and which was predicated upon 


rather shaky ground. 


For example, around mid-week fairly heavy selling orders came into the market 


for the new “Katy” obligations. 


It had been rumored that there was a possibility 


that the Interstate Commerce Commission would look unfavorably upon the proposed 


plan for reorganization. 


There does not seem to be any particular foundation for 


such a report and those connected with the reorganization are emphatic in their denial. 


It is stated at the headquarters of the reorganizing bankers that the Katy plan 
will be approved in time for the issuance of new securities, as provided for it some 


time around the turn of the year. 


On Wednesday the average price of 
‘bonds had declined substantially. The 
wavering tendency of the preceding day 
was influenced by discouraging news from 
broad in connection with German repara- 
tion payments, and the general political 
situation. 

Another contributing influence which ex- 
perienced bond market observers are im- 
pressed with is the fact that business men 
ind bankers are beginning to sell some 
of their high grade bonds with a view 

placing the money either in business 

expansion or in other avenues where the 
net return will be larger. There has been 
some tendency toward hardening in the 
ney market recently although it is not 
tantial, but such as it is the result 

s been a lower trend in low yield ob- 
ligations, 

(he withdrawal on the part of business 
and bankers of bond holdings for 
purpose of placing the money into 

ious business enterprises would seem 
suggest that industrial expansion is 
in process, and has reached propor- 

ns which would seem to provide a rather 
ng background for the securities mar- 

t in the future. 
he announcement of Chancellor Wirth 
Germany that his country must be 
ted as a business and not as a na- 
and that as such it must be consid- 

ered on the verge of bankruptcy with ab- 
lute certainty that it must fail, served 
produce a weakening in foreign ex- 
nge. The lowered quotations for for- 

i government currencies was followed 
mediately by declines in foreign bonds, 
ven some of the British issues displaying 
‘tness. The break in the foreign obliga- 
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tions however was not serious but the sell- 
ing orders greatly outnumbered the buy- 
ing orders. The situation in Germany is 
fairly well known and it is generally con- 
ceded that economic chaos reigns in Eu- 
rope. The fact that foreign obligations 
did not recede any more seriously than 
they did suggests that no considerable ap- 
prehension as yet prevails. 

A demand has been noted this week for 
high coupon rate issues selling below par 
which afford a large rate of return, and 
observers taking advantage of that situ- 
ation are drawing attention to certain high 
yield foreign obligations which are obtain- 
able at very low prices and which the 
sponsors believe reflect discount of the 
unfavorable factors in the foreign situa- 
tion. Among the issues commended are 
the external sinking fund 6s due 1958, 
and Paris-Lyons, Mediterranean Railroad 
Company, which are obtainable at around 
74 and that price yield in the neighbor- 
hood of 8.27 per cent. 

The Framerican Industrial Development 
Corporation 7%s of 1942 also are among 
those recommended as they are obtain- 
able at 92% to yield 8.28 per cent. These 
bonds while not secured by a mortgage 
are unconditionally guaranteed by Schnei- 
der & Company as to principal and in- 
terest. The bonds comprise the sole fund- 
ed debt of a corporation which is over 
one hundred years old and is under the 
control of Schneider & Company, a great 
French Steel Corporation. 

An important development of the week 
was the announcement on the part of the 
Invincible Oil Corporation of its decision 
to call for redemption all of its 8 per 
cent convertible sinking fund gold bonds. 


Organized and equipped to handle 
large and small investment trans- 
actions. We welcome the oppor- 
tunity to demonstrate how our 
Service will meet 


Your Requirements 


We invite correspondence in regard 
to any Stocks or Bonds—Listed or 
Unlisted. 





Established 1880 


Paine, Webber & Co. 


New York Boston 
25 Broad Street 82 Devonshire St. 


Chicago 
209 La Salle St. 


Philadelphia Worcester Minneapolis 


Albany Springfield. St. Paul 
Hartford Providence Duluth 
Milwaukee Detroit Grand Rapids 


Members New York, Boston, Chicago, 
Detroit and Hartford Stock 
Exchanges 
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Chicago Board of Trade 




















Are you interested in | 


An 8% Bond 


with the following 
ment features: : 


invest- 


Earnings have averaged three times 
interest requirements ior five years. 


Earnings for 1921 and 1922 at rate 
of five times interest requirements. 


Company’s products handled by 
40,000 dealers. This financing will 
enable company to market a new 
product, the growing need of which 
has been widely discussed. 


Purchaser of $1,000 bond receives 
stock interest on which $20 is being 
earned (in addition to bond interest). 


For further particulars, write 
for Circular A.B. 


JELKE, Hoon & Co. 


| 
f New York Stock Exchange | 
| Chicago Stock Exchange 


Members 
40 Wall Street New York 
Chicago Philadelphia 

















100 Years of Commercial Barking 





RATIONAL BANK 
Capital, Surplus & Profits $20,000,000 
149 Breadway, Singer Bidg. 
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115 Broadway New York 
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Why not You? 


Send for particulars. 





The Large Life Insurance Companies 


give preference to 


COLLINS FARM MORTGAGES 


Life Insurance Companies invest in seasoned securities only 
and find Collins Farm Mortgages an ideal investment. 


For 38 years no investor has ever lost a penny. 


The F. B. Collins Investment Company 
Members Farm Mortgage Bankers’ 


OKLAHOMA CITY, OKLA. 


Association of America 
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Union Central Bldg. Cincinnati, Ohic 

















WESTHEIMER & CO. 


Members 
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Mark C. Steinberg & Co. 
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Continental Gas & Elec. Corp. 
Securities 
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TUCKER, ROBISON & CO. 
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David Robinson Jr. & Sons 
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It is impossible to suggest what date 
will probably be selected for placing the 
plan of reorganization into operation 
However, it is hoped that everything will 
be adjusted at least by the first of the 
coming year. The increase in net earnings 
which have been noted from time to time 
in the past twelve months have served to 
facilitate the abandonment of the receiver- 
ship, and it is considered a favorable point 
in connection with the securities of the 
company that progress has been made to 
a point where active and concerted meas- 
ures are to be taken with a view to com- 
plete settlement. 


Expansion in copper mining operations 
during the third quarter of this year has 
not been on any particularly large scale 
so far as Montana Power is concerned, 
which affected the net earnings showing 
of this company. There, however, was 
earned a fairly substantial margin for 
the stock during the September quarter. 


The Montana 
Power was made public just before going 
to press and showed an increase of more 


quarterly statement of 


than $300,000 over the corresponding 
quarter of last year. Net also showed a 
substantial increase. Surplus for the 


period 


was $1,901,673, 
of $617,435. 


which was a gain 


There is current, talk-of the possibility 
of a stock dividend by Columbia Gas & 
Electric perhaps on the basis of one share 
of 7 per cent preferred for every share 
of common now outstanding. Such ru- 
mors helped to sustain interest in the 
stock this week, although it is believed 
that the price has been advanced fairly 
well, considering the future possibilities. 
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Publicity for Farm Loans—I]. 
By C. M. Harger 


HE amount of investment possibili- 
‘ ties even in the most unexpected 

communities is always surprising. 
This savings account can be secured if the 
right methods are followed in seeking it. 
The other day I came on a utility com- 
pany out in the Middle West, a rural com- 
munity, that has sold $400,000 in preferred 
stock to its customers in the past six 
years, this in a territory where the farm- 
ers have been alternately prospering and 
losing faith in their operations, but all the 
time having some money for investment. 
Much of this was done through advertis- 
ing in the local papers; stock was sold, 
if desired, on the installment plan, and 
when the sum invested reached the par 
value of the stock, certificates were issued. 
The appeal was made not merely in the 
return in dividends—it pays 7 per cent— 
but on the elenemt of safety and on build- 
iag up the community rather than sending 
money afar to build up other sections. 


The farm mortgage is a home builder 
without a superior. Out of it comes the 
development of the community, the estab- 
lishment of a sound prosperity and the 
growth of every sort of business in the 
towns. This idea is not generally placed 
before the public and as a matter of fact 
the average person looks upon real estate 
loan as a business of the large investors. 
With the strong demand made on the in- 
vestor from the Government with its sav- 
ings “bonds, the utility companies with 
their instalment stock, the building and 
loan associations with their promise of high 
rates and the banks’ building up their 
savings departments, the farm mortgage 
is overshadowed in the minds of the 
public. To bring it to the fore the service. 
of well-arranged advertising could be 
used to advantage—but it must be com- 
petently done and such system evolved as 
will care for the small as well as the large 
mvestor. 


A few years ago a western loanig 
agency tried the plan of getting the atten 


tion of investors in the older settled 
States, such as Pennsylvania, Massa- 
chusetts, New Hampshire and Vermont, 


by using the columns of local papers, ' 
ing a selected list that would touch ! 
communities. It published short read: 
advertisements—“‘locals,” the papers 
them—setting forth the advantage of th 
investment, the interest rate and the ‘ 

ments of safety. It received numerous 1 
quiries, many of course without resu’! 
but did establish several lines of cus- 
tomers that remained. It is not cert 


that the same thing could be done today; 
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t] are many other appeals seeking at- 
tention and the public has grown wary of 
-distance offers of securities. But 
the announcement of a local agency with 
rsonal touch and the possibility of 
over the investment with home 
might get surprising results. 


future of the farm loan field seems 
to show a change in methods of 
g investors. Either the individual 
e a larger factor in the field or the 
loan is to drift into the hands of the 
rance companies, a few great banking 
trust Companies and the government 
bank. It is greatly to be desired that 
be a wide distribution of the securi- 


principle is the same as the utility 
pany considers when it seeks cus- 
tomer ownership. The leading telephone 
stem of the nation has over 300,000 
ckholders; one railroad has over 200,- 
000 stockholders. Yet the farm is a 
greater national asset than either. Large 
distribution of farm securities would bring 
bout a more general interest in the farm- 
er’s financial welfare and greater sym- 
pathy with his problems and weld his in- 
terests with those of business and indus- 
trial activity. This can be secured by 
educating the public through publicity of 
various sorts—the financial journals that 
reach the larger investors and the more 
general publications, down to the local 
paper, that reach the public as a whole. It 
cannot be done by haphazard methods, 
but calls for careful, intelligent publicity 
such as is used by other business and 
which is being used today by some of our 
prominent loan farm mortgage bankers. 








Railroad Field 


(Concluded from Page 568) 














steps in the next session of Congress to- 
ward certain relief measures in an effort 
to solve the problems still existing. The 
possibility of railroad mergers promises to 
be one of the absorbing topics of the next 
year. Preparations are being made by 
the railroads for hearings in Washington 

connection with proposals for consoli- 
dations, 

* * * 


: combined earnings statements of 
NICKEL Prate, and Lake Ere & 
‘ESTERN under the management of the 
‘AN SWERINGENS shows that the com- 
pany has made considerable headway over 
<1. NicKEL PLate is paying 5 per cent 
all three classes of its stock, although 
Erie is not paying anything. Esti- 
cs based on earnings in the first eight 
ths of this year, and making allow- 
for seasonal variations in the con- 
ng four months suggests a possible 
ined income for 1922 of $8,281,285, 
mpared with $4,625,349 for last year. 
NickeL PLate and Laxe Erie have 
showing consistent improvement al- 
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though the two big strikes somewhat ham- 
pered the management. Gross revenues 
combined increased 6.83 per cent for the 
first eight months of this year, and the 
monetary value of freight handled in- 
creased 8 per cent, while passenger traffic 
fell off slightly. 


Freight traffic on St. Paul, according 
to Chicago advices received by this de- 
partment for the month of October is 
holding well above last year, and if it 
were not for car shortage new high rec- 
ords would be established. Coal load- 
ings on the Terre Haute, St. Paul’s new 
subsidiary, are running well above those 
for the corresponding period last year. 


* * * 


Lehigh Attracts Attention 


Known to possess valuable coal hold- 
ings, and to be a very rich property, 
Lehigh Valley has been attracting con- 
siderable attention of late, and those 
who profess to be close to the manage- 
ment declare that something important 
is in store for shareholders at an early 
date. One or two important houses in 
the Street have been persistent buyers 
of the stock of late on all recessions. 


a 


Canadian Pacific Increase 


A turn from a showing of decreases to 
one of fairly substantial increases on the 
part of Canadian Pacific is serving to con- 
front those interested in the security who 
had become slightly depressed as a result 
of the previously reported decreases. The 
third week in October showed gross at 
$5,466,000, which was an increase over the 
corresponding period of a year ago of 


$205,000. 


> 


* * * 


Amer. Loco. Recovery 


A mid-week feature was the substantial 
recovery in price for American Loco. 
The stock dividend fever broke out in the 
Street when traders contemplated the pos- 
sibility of a distribution of surplus by 
this company. The stock was quite 
strong in response to this particular in- 
terest. 


———————“()------— 


American Can to Buy Bonds 


Heavy purchasing of American Can this 
week is traceable to the announcement 
that the company proposes to purchase a 
limited number of its 5 per cent bonds 
that are due in 1928 at 991%. This inten- 
tion is indicative of an extra strong finan- 
cial position. At the close of last year 
Can had a surplus of approximately $25,- 
000,000 and there will be a_ substantial 
addition in all probability this year. The 
conservatism of the men in control of the 
company is all that prevents the payment 
of a dividend on the common stock as the 
ability of Can in this respect cannot be 
questioned. It seems likely that stock- 
holders will not have to wait beyond next 
spring for a participation in profits. 
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a SAFETY 


First Farm Mortgages 


Prospective investors who regard 
safety as the most important fac- 
tor in their investments are re- 
quested to send for a copy of our 
pamphiet “I’ and current offer- 
ings of First Mortgages netting 
from, 6% to 7% Over 40 years’ 
experience. Clients in almost every 
section. Highest; grade securities 
and service. 


LANDER & CO. 


ged... 1883- CAPITAL & SURPLUS $500,000.00 
GRAND FORKS, NORTH DAKOTA. * 


7% Guaranteed 7% 


First Mortgage Gold Bonds 




















$100 and Multiples and on 
Partial Payments 


INTERSTATE 


INVESTMENT COMPANY 
Chicago, Hil. 


36 S. State Street 








8% WANTED--$50,000 8%, 


at once, for modern building con- 
struction, first mortgage, choice prop- 
erty in City of Edmonton, Alberta. 
Interest rates are lowering. This is 
your golden opportunity. 
R. A. HULBERT & CO. 
Hulbert Bidg., 
Whyte Ave., Edmonton, Alberta 














This Book Will 
Help You Place Your 
Money Safely 


“How to Select Safe Bonds” is a book of ex- 
ceptional interest. It isworth reading by all 
who havemoney toinvest. It points the way 
to safe investing, and shows how to make 
sure of always getting interest and principal 
promptly when due. 

sThirty-seven years of service without loss to a 
customer—a service not only to the individual in- 
vestor, but tothe great insurance companies as well 


—such i is the experience out of which this booklet 
is offered to you. 


Send for it now. Mail the coupon. “Howto Select 
Safe Bonds’’ will come to you by return mail. 


CUT OUT THIS COUPON 








- GEORGE M. FORMAN & COMPANY I 
105 West Monroe St., Chicago 2 

\ Plesse send me a free copy of “‘How te Select Safe I 
| Bond Dept. if fe § 
io | 
i Name —— 9 
; IIIs cit denne tsctidasntoersbianidiomitinnidcecaniiubiaaies t 
scsi sissnicnitchpenpatiibeidabadeiniticinintiemetaaes i siicssinccnesacon - 


GEORGE M. FORMAN & COMPANY 


Established 1885 


105 West Monroe St. 
Chicago 






MORTGAGE 
‘GOLD 37 Years Without Loss 


BON DS to a Customer 
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NVESTMENT 
SECURITIES 


enjoying safety 


earning power satisfying the 
most conservative invest- 
ment requirements of 
dealers, banks and individual 


investors. 


Send for List of | 
High Grade Bonds 


A. B. Leach & Co., Inc. 


CHICAGO 


and tested 


NEW YORK 






































LLOYDS BANK LIMITED. 





Head Office: 71, LOMBARD ST., cae E.C.3 











Capital Subscribed 
Capital paid up 
Reserve Fund 
Deposits, &c. - 
Advances, &c. - - 


- §$ 359,323,900 
~ 71,864,780 
: 50,000,000 
- 1,744,459,880 

654,235,650 








Colonial and Foreign Department : 


THIS BANK HAS 1,600 OFFICES IN ENGLAND & WALES. 
20, KING WILLIAM STREET, LONDON, E.C. 4. 
The Agency of Foreign & Colonial Banks is undertaken. 





Affiliated Banks: 








THE NATIONAL BANK OF SCOTLAND LTD. 
Auziliary : 


LLOYDS AND NATIONAL PROVINCIAL FOREIGN BANK LIMITED. 


LONDON & RIVER PLATE BANK, LTD. 























Trend of Things 
(Concluded from Page 585) 


PUNTRNDONDORLOGEAEOUNALELAUOCHLNUEE ETS 











4%Z to 43% per cent against last year’s 
range of from 5% to 6 per cent. Fed- 
eral Reserve ratio for the week showed 
another decline to 75.2 per cent against 
75.7 per cent last week. These figures 
correspond with 70.3 per cent in the same 
period of 1921. Bank of England rate 
remains unchanged at 3 per cent. 


* * * 


Trade factors for the week are of an 
encouraging tone. 


Good news comes from 
the motor industry. 
An increased demand 
for closed cars is re- 
ported. The demand, 











: Trade 





Consolidated Gas Strong 


A consistently strong stock even when 
the industrial list is disposed to sag is 
Consolidated Gas and the old rumor of a 
prospective split up of the shares, to be 
followed by an increase in the dividend, 
was brought out for the purpose of facili- 
tating the week’s upward movement. The 
manner in which the stock advances sug- 
gests that there is a weight of confidence 
back of it which requires only the slight- 
est provocation to become 
sertive. 
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strongly as- 


Sinclair Consolidated Resists 


A substantial amount of support was 
given to Sinclair in opposition to the ef- 
forts of the bearish contingent to depress 
the stock. It was stated that the largest 
buyers in the fore part of this week were 
interests identified with the management. 
A favorable influence on the company has 
been the statement of a petroleum expert 
to the effect that Sinclair by reason of its 
Teapot Dome developments and interests 
promises to be one of the largest individual 
producers of crude oil in the country. 





of course, extends t 
all branches in the accessories field and 
the body manufacturers. The tire indus- 
try reports exports to be more satisfactory 
than for years past. The shoe trad 
fast approaching normal, with the export 
demand increasing considerably. 
loadings for the week of October !+ 
reached a total of 983,370 cars against 
968,169 cars in the previous week 
910,529 cars in the corresponding | 
of 1921. Failures reported for the weck 
of October 19 total 442, comparing with 
390 last week and 407 in the correspon 
period of 1921. 
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We are interested in the purchase 
of entire issues of Bonds of Com- 
panies with an established Earn- 
ing Power and Substantial 
Assets. 


A. D. Converse & Co. 


68 William Street 
New York 


Philadelphia Baltimore 

















A Century of Service 


For over one hundred years we have 
been identified with the financing of im- 
portant American railroads, industrial 
and public utility corporations, and with 
the issue of domestic and foreign gov- 
ernment, state and municipal obliga- 
tions. In this period also we have aided 
individuals, institutions and estates in 
the selection of their investments. Our 
long experience both in originating and 
distributing securities is at the service of 
the public. 











Brown Brothers & Ca. 


Established 1818 


59 Wall Street 


NEW YORK 


| 
| 
| 
| Philadelphia Boston 
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Estabrook & Co. 


INVESTMENT 
BANKERS 


24 Broad St. 
New York 


Hartford 
Providence 


15 State St. 
Boston 


New Bedford 
Springfield 





ALDRED & CO. 


40 Wall Street 
New York 


Fiscal Agents for 
Public Utility and Hydro-Electric 


Companies 
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New York Stock Exchange 








tepresentative active 


stocks as of Friday, October 27, 1922: 30 









































F ‘ 17% Lee Rubber & Tire........se0. 26% 2 
Week’s sales: Saturday, 484,840 shares; Monday, 1,179,585 shares; 60% 47% ReemGeh VONGY .ccccccvscesose 70 69% 
Tuesday 99 95 . , s “ jb ev ereseeceecnesese 211 yl 
Tu mantengbe 929,953 shares; Wednesday, 1,025,356 shares; ri % — Hogg tare < etaa a See ? 13 + 
Thursday, 1,180,156 shares: Friday, 926,000 shares. 164% 136 Loritiarad CP.) ccccccccocccces 1TLH’ 170% 
Prev. Fri- 118 97 Louisville & N. ..eccccceseees 141% 139% 
Friday’s day's 15% 8 Maxwell Motors, B........+-. 15% 15 
High Lew Clase Close 114 65% May Dept. Stores.........-.. 135% 134 
A = Advance Rumely pfd..... x 501 50 167% 4 mi Pg weeny Skbe een eeeees BOL 227 
4 te |, . 84 81 28 am Opper ...+-- ecessecee 28 71 
39% 28% Allis-Chalmers ............... 48% 44% 16% 10 Mid. States Olll...cecccccceese 13% 12 
65% 26% BM Oe A, ono ncaxessdue 85% 325% 33 be 22 Midvale Steel ...... esesvecens 20% 
61 24% Am. Beet Sugar .....ccccccss 42% 40. 3 hy 1 'Mo., Kan. & Texas ..... soece 17% 
65% 29% Am. Bosch Mag. ..........0- 41 39 23% 16 Mo. Pacific .....0.. sesccsecees 81% 2 
Rot 23% GR? MOR: oo i dcco oxi ks obese 15%, 721, 49% 33% Mo. Pacific pfd......... eebeew OS 
a 115% Am. Car & Fry..... oe 9014 41, tS : 
24% sno eee gr = 30 10% Nat, Acme ...... pesenecveees: 20 13% 
53% 21% Am. International ........... 34%, 32% 87 67% Nat. Lead .........- eeeeesece 109 ] 
110% 73% Am. Locomotive ........... °° wear ee 15% 9 Nevada Con. Copper...... coer 15% , 
% Am. Locomotive ........ cocee 183% 128% * 6 N. ¥.c 1 99 % 
10 3% Am. Safety Razor ....cecceee 814 7% v6 4% ok —~-~subbbbaneel epi aaps DE 4 ie 
14 4% Am. Shi & Com 99 99 & 39 20% N. YW. Dock. ccoseces eocseceses 8D 2 
: . p DERevccces eosece 22% 22% ‘ Pe . 31% 008 
47% 29% Am. Sm. & R ‘ - 23% 12 a oe A . coe 4s A 
-s _ See Pee coe 61% 59 + 121 
35 18 Am. Steel Found 44 42 104% 88% Norfolk & West. ...... eecces 2 120% 
96 47% Am. Sugar Ref. (Npsiehaot os * 80 7% 88% 61% Northern Pac, .....cccece cope Oe 8 
88 28% Am. Sum. Tob. ...... , 50% 27% Pacific Oil ....... eeccecccece 51% 0% 
119% ae od nd —hagenseaanonn: 2 Ba 79% 38% Pan-Am. Pet. & T....... vesee 93% 91% 
136% 111% dh Aigeineaammmanetaneie pete 158% 71% 34% Pan.-A. P. & T., Cl. Beeweess 93% 91% 
83% 57 "ong ~<a ladataleg cei toting 98 41% 32% Penn. R. R. est abeasaebeepens rt 494 
50% 31% Anaconda Copper ..... 52. 50 3, 17 6% Penn. Seaboard Steel.....+..-- % 31, 
® pp ere eeee 2 ‘4 , hi 96 ¥ 9 
50% 21 Assoc. D. G 60% 591 64% 33% People’s Gas, Chi... cocccce M4 94 
94 16% ae hoe ahs . 4 23% 15% Pere Marquette .........+. 37% 35% 
“7 p. i Wbsbbehne es ecoe 106% 104% 41 
9 1% Atlantic Fruit 1%, ® 35% 26% Phila. Co. KZ G.cccccccccccccce 41 
16 18 a tae... i 29% 22% 42% 44 a cocccccecece eee 18% 1 
Cree tt ee slices i ig ses 14% erce bosdseevwes eesceece A 7 
100 % 62% Bald. Locomotive ....... cones: SS0E 134% 66 52 ie wee on. «> Pi Sa 5814 
Ag 30% Baltimore & Ohio... oes 55% 53 32 23 Pitts. & West Va...... on eae 38% 9 
; “at peta. &, CL B...0.> ee eecees «+ 74% 72% 96 48 Pressed Steel Car..... eovcces 89% 86 
* Booth Fisheries ........ ecooe 7% 7% 114% 87% Pullman Company eocccces 180% 130% 
14% 6 ce ie ers woe 49% 17% 51% 24% Punta Alegre S...... sesesess SO 44 
22% 10% Butte & Superior........... e- 33 31% 40% 21% Pure Of] .....cccseees cccccce 30% 29% 
50% 25 Cal. Petroleum ..... osasentes Bi 56% 16 11 Bar Gok. Geo...< ov0ccees teens 14% 13% 
123% 161 Canadian Pacific ........ eoee 148% 144% 891 60% Reading ...... csbesevecsousse 88% 83% 
43% 22% Central Leather Co.......... - 40% 38% 73% 41% Rep. Iron & GB...cccccccccccess 55% 49 
oe 23 Cerro de Pasco Co........... - 40 38% 24% 5 Rep. Motor Truck.......e.+-+ 2 2% 
88% Chandler Motor ....ccccces «- 61% 61 69% 40% SD. 8. W, We. kcces Sa ait. a 56% 
65% 46 |) ee 76 75 25% 19% St. Louis-San Fran......se0++ 28% 26% 
9% 6% Chl Gt: Weatern..cecccccevcse 6% 5% 30% 19% oe: Tee Bi” Wl osseescns ea 33% 
oa 17% Chi., Mil. & St. P...ssesseeeee 32 30% 41 28 St. Louis S. W. pfd........+-- 57% 55% 
71 60% Chi. & Northwest.........0.+. 91% 90 1% 8% Seaboard Air Line........+--- 6% 6% 
35 22% Chl., BR. L. & Pa@occcccccce 2° 45 41% 98% 64% Sears, Roebuck ...... ooccce ret 84% 
A 1 
16% By Gills Copper ........ eT 24% 44 fo ee a es ." ae 
eeu 2 . secceeeeecces 34 
43% i lee ghee : 79% is i} 101 67% Southern Pacific -....s...110. 95% 94 
67% 52 Columbia G. & E........ ooo lee 109 24% ee Ne awcscessses Ele . 
95 77%  Consoi. Gas ........... saeeees NEES 137% oe 43 a a: aa” Pt 
99% 59 Corn Prod. Ref.......... y 27% 192% 124% Standar © Deccecs sovevea @ 205 
44% —. ins ovew Rae ‘on 114% 105% Standard Oil, N. J., pfd....... 117% 117 
107% 49 Cracibic Steel... er ae 79. 93% 43% Studebaker Co. .........+- oo. 130% 128% 
26 5% Cuba Cane Sugar............. th 12% 10% 3 Submarine Boat .........-- . 6% 
33% 10% || Cuban-Amer. S. .......6.0. o- 23 21% 13% il > ely A ee dae cpu ie ona 311 
a. $3 Endicott-Johnson ......... vee 87% 85% = . ange logge Chem.20 00000002 10" - 
TD cvccessercvece seccccccccs 15% 14% een 8% 
48 29 Texas Co. ..... eccccccorccecs 495% 8% 
82% 44% Famous Play.-L......... seeons CODE 94% 27% 16% Texas & Pacific ....... epi 28% 27 
19% 8% Pee, EE snesessncconcnes 48 12% 36% 15% Tex. Pac. C. & O...... eoesee ne “ 
78% 39% Gen. Asphalt ......... wisceen (ME 59% 72 4s ) ine dl ge ~~ lela beneas’ Ge 16 
143% 109% Gen. Electric .. 184 177 13 6 Transcont. Oil .......+. voone Oe 
16% 9% eee . 145 14% 131% 111 Union Pacific ......... cocccese 149% 146% 
78% 60 Gen. Motors 6% Deb...... ee || 821% 62% 46% United Ret. Stores..........-- 85 87% 
44% 26% Goodrich, B. F....... pesnsoes BO 33% 27% 8% ee |. ae seeeee 5% 6% 
79% 60 Gt. Northern pfd......... coos 943 92% 14% 35% U. S. Ind. AlC0......-+eeeeeee . a pode 
a6 40% | Houston Oil ........... venens 83% 83 79% - tt... wee UK 
oenneee - 98% 95% 
100% 85% Illinois Central ...... “ on 303 112 103% 74 U. 8S. Rub. Ist pfd.... 
42% 29% Inspiration Copper ........... 35% 35% 86% 70% U. 8. Steel........... Se ‘5 a ete 
5 1 Interborough Con. ........ ‘ % y%, 115 105 U. S. Steel, pfd....-.+--+++- or a "tb 
=* 67% Int. Harv. new......... cccces 109% 105% 66 % 41% Utah Copper ..-.-+-+++++s ose © 
17% 7% Int. Mer. Marine..... eccoseee 14% 13% 5 Vanadium Corp. ........-. coe 44% 42 
67% 36 Int. Mer. Marine pfd...... eres 57% 56% Ys , weg ES ne Se RE ne eee eae Ge 12 
9% 5% Vv. 
17 11% Je | eee TEYTTrT Lie 16% 15% 
73% 38% i ssectssae enn bs - 60% 58% 9 6% i. CCT Ce ita oe 10% 
26 5% Invincible Of] .....ccccece ccoee 16% 16% 24% 10 Wabash pfd A..... eoccce coco 81% 
4% 2 Island Oil & Trans......... — By % 11% 8% Western wet + aga kg ie kul mele aon 1 
West POGIRG .cccvessces ° 7% 
28% 18% Kan. City Southern ........ ++ 23 22% con 38% Sates & & M..... tk a 62 
+] 4% Kansas & Gulf........ ee . 25% 24 44 29% White Motors ...... a's meet 49% 4k 1% 
54% 32% Kelly-S. Tire ....cccccscocsee 43% 41% 17% - DS al ae Pa pa 5M 
27% 16 Kennecott Copper .......... 35% 33% 47 27% i ee | 41%4 
17% 8% Keystone Tire & R............ 7 7 10% 4% ‘Willys-Overland ..... “ ees 6% 6 
58% 32 ROE. DOSS scccscess crvoecceccs 83 82 42 23 Willys-Overland pfd. ..... coe 40 8 
INDUSTRIAL STOCKS 
Quotations by Mark C. Steinberg & Co., 
THOMAS C. PERKINS DIVIDENDS Mezzanine, Boatmen’s Bank BIdE., 
. . ‘ e ° ’ od 
Constructive Banking : Stocks Bid Asked 
Kelly-Springhield Tire Co. coma od RRR 13818 
30 State St., Coston, Mass. A Quarterly Dividend of two dollars ($2.00) Central Coal & Coke, com........ 73 7! 
gs a PER SHARE on the Eight Per Cent Preferred Central Coal & Coke, pfd......... 74 77 
Underuritings and Stock of this Company has been declared, Certain-teed Products Corp., 1st pf. 92 93 
Reorganizations payable November 15, 1922, to stockholders Certain-teed Products Corp., 2d pf. 80 ae 
of record at the close of business November Chicago Railway Equipment Co...150 1f 
1, 192%. Consslidated Coal Go....ccecccvrcee 70 7 
. z P Pe Cc. P. STEWART-SUTHERLAND, Fulton Iron Works, pfd........... 103 106 
PUBLIC UTILITY SECURITIES Secretary. Fulton Iron Works, com.........- 50 2% 
Quotations by H. F. McConnell & Co., New York, October 3, 1022. Hamilton Brown Shoe Co......... 62 é 
65 Broadway, New York City. ——_——_ -- Hydraulic Press Brick, pfd........ 47 49 
Security Bid Asked American Power & Light, pfd..... 88% 91 Hydraulic Press Brick, com....... 5% t 
American Light & Traction, com. .146 149 American Public Utilities, com... 16 20 Lemans Weeel, DOM... <i cvseccdves 105 11' 
American Light & Traction, pfd... 95 98 American Public Utilities, pfd.... 36 40 Missouri Portland Cement......... 78 80 
American Light & Traction 6s, '25.111 113 Carolina Power & Light, com..... 59 63 National Candy _—" ee 76 1 
Arka nsas Light & Power, com.... 33 26 Cities Service, eS ree ee 198 200 National Candy Co., 1st pfd....... 102 10 
Adirondack Power & Light, com.. 24 27 Cae eee, Ws soos cove cnwcces 69 71 National Candy Co.. BR BOE s ccckcs 92 
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~ LANE, PIPER | 
—& JAFFRAY, Ine, a 


| Pittsburgh Pennsylvania 


Corporation and 
Municipal 


Pennsylvania Municipal Bonds 


BONDS Pennsylvania Industrial Corp. Bonds 


Pennsylvania Public Utility Corp. Bonds 
| 


West Penn Power and West Penn Bt ee 
Railway Securities aay | 


American Water Works & Electric aaa 4 
Company Securities Hi 


Minneapolis St. Paul 
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OFFICERS A C ] t | Le: 
saieie aiiadanla a deiiiiaaaaeal ompiete Investment | Ve 
Micivin A, THMPIGGs «20s cccvcese President ° | as 
Frank 0, Wetmore........ Vice-President d i t S ty as 
B. C, Hardenbrook........ Vice-President an rus ervice \ ‘ 
Frank M. Gordon......... Vice-President i 
Roy C. Osgood........... Vice-President THE BOND DEPARTMENT of the First Trust and Savings Bank Le) a 
John C. Mech wecseeeeee» Vice-President oe P ae 3 
eee pre eee cneacarer ©DUYS and offers for sale carefully selected Municipal, Industrial and | ae 
David V. Webster............. Secretary Corporation bonds, as well as the various issues of United States | ee 
— apn veeceeseeees Bags ca Government bonds. These bonds are purchased primarily for the | Hi | 
ver A. Wiss cssnnes s cer * - é ‘ | 3 
C. G. Fleager............Asst. Treasurer ank’s own investment, and the experience gained during more than | | 
G. R. Roehm......... Mgr. Savings Dept. thirty years of dealing in high-grade securities is placed at the | 13 
a ee eee cn enn, disposal of its clients. ia 
S. Gh, Deaton. -Aaeh. Tipe. ak Daye. THE TRUST DEPARTMENT acts as Trustee, Paying Agent | 
D. W. Weatervelt.......... Asst. Cashier ; ‘ . ; oe : 3} 
Joseph R, Julin,......Asst. Trust Officer 2d Sinking Fund Depository under bond and note issues. Com- ; 
H. H. Alborn......... a — plete information regarding these facilities will be gladly furnished | iH 
W. W. O’Brien....... sst. s cer i 
Hadward Hebym .....ccccces Asst. Cashier upon request. i 
Roy R. Marquardt.......... Asst. Cashier m ae em - ’ bs fg | 
Themes G, Sales... heck: Cention Calls or correspondence invited from those desiring complete 
W. K. Harrison.......... Asst, Secretary and satisfactory investment and trust service. 
BD. 3. GamseeM. ... 00.0 Asst. Trust Officer ie | 
On Wy GR oss sei eescicses Asst. Cashier e e 
Robt. L. Davis..Mgr. Real Estate Dept. First i rust d S 
ee ree Asst. Manager an avings an 
Real Estate Dept. 
Baie: TE, TNS vox nk vise cscs Manager ; ; 
sida uaa Real mae “e wes. The stock of the First Trust and Savings Bank 
"ies Tiiate Romm tage. is owned by the stockholders of the First Na- 
H. L. Droegemueller............. Auditor tional Bank of Chicago. ; 
J. P. McEtherne............ Asst. Auditor } 
Walter Lichtenstein... .. Executive Secy. : = 
ia Th ali. iinet: Miia Combined Resources Exceed $350,000,000 
IN RT oe 8 yd vee us seman Attorney 
Harold V, Amberg...............Attorney CHICAGO Ss ILLINOIS 
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Fountain Heads of 
Investment 


T IS not the so-called “plutocrat,” whose investment habits are 
already fixed and unalterable, who sustains the world’s mar- 


kets. It is the man of growing means who looks about for sound in- 


| vestments to take care of and increase his surplus and savings. 


This is the man who reads financial news and comments, and who 


reads and is influenced by legitimate advertising. 


Among the 1,200,000 daily readers comprised in the 401,698 yearly 
daily-average circulation of The Chicago Daily News, there are thou- 
sands of these investors, actual and potential—the present and 
future mainstays of the market. They read the carefully edited 


financial pages of The Daily News with interest and confidence, and 











this interest and confidence are extended to advertising appearing in 


these pages. 


These readers of The Daily News are primary sources of profitable 


| business to those who advertise in 


The Chicago Daily News 


First in Chicago 


















































